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Mr. Gorr. The committee will come to order. 

The committee is pleased to have before it Mr. Gordon Dean, 
Chairman of the Atomic Energy Commission; Commissioners Henry 
D. Smyth and Thomas E. Murray; also Mr. M. W. Boyer, General 
Manager; Walter J. Williams, Deputy General Manager; Maj Gen. 
Thomas F. Farrell, Assistant General Manager; Everett L. Hollis, 
General Counsel; Richard W. Cook, Director, Division of Production; 
Frank J. Arrotta, Division of Production; Curtis A. Nelson, Manager, 
Savannah River Operations Office; William Slaton, Savannah River 
Operations Office; J. Donald McBride, Savannah River Operations 
Office; Capt. Andrew McB. Jackson, Deputy Director, Division of 
Military Application; Rodney L. Southwick, Division of Information 
Services; Oscar S. Smith, Division of Organization and Personnel; 


(1) 








2 


Lindsley H. Noble, Controller; and F. J. McCarthy, Jr., Deputy 
Director for Budgets. 

You are appearing in connection with a supplemental estimate for 
$484,240,000, which is contained in House Document No. 238. 

Mr. Dean, did you arrive this morning by way of atomic air force, 
or submarine? 


Mr. Dean. We did not come up in any fantastic new weapon of 
the future. 


RECENT DEVELOPMENTS IN ATOMIC ENERGY 


Mr. Gorn. Well, this committee is charged with the very menial 
task, ungiamorous task, of deciding how many of the taxpayers’ 
dollars shall be spent upon this program. We have been reading a 
very great deal of information recently which is not quite com- 
mensurate with the information which this committee has heretofore 
received. Would you like to put the committee in focus on such 
related and unrelated matters? 

Mr. Dean. So many things have appeared in the papers in the 
course of the last 2 or 3 weeks that I think we would have to take them 
piece by piece. 

Mr. Gore. We will be glad to have that. 

Mr. Dean. A good many of these stories you have read—for 
example, the fact that the Army has a guided missile of great interest 
to them, and pictures of that appeared in the paper—that is an Army 
release, of course—and the Air Force have a similar one which came 
out about 2 days later, and about 3 days later, I think it was, the 
Navy release came along which said they had one in the making or on 
the drawing board which was better than both the A:my and Air 
Force missiles—of course, none of those stories came out of our 
Commission. They have had to do with the development of guided 
missiles and rockets by the three services. 

Mr. Gorse. It would indicate that, instead of unification, we still 
have a lot of interservice competition for publicity as well as appro- 
priation of funds. I do not expect you to comment on that. 

Mr. Dean. I will say for the guided missile program, that it has had 
considerable coordination during the course of the last year under the 
guidance of K. T. Keller, who was brought in by the Secretary of 
Defense to assign priorities to the various rockets that are on the 
drawing boards, of which there are many, and guided missiles. I 
think that is in better shape than it was, certainly, a year ago. In 
other words, certain of them look promising, and they are concentrat- 
ing on those. Others have been wiped out. So I think they have 
made some real progress in that field. 





HYDROGEN BOMB DEVELOPMENT 


Mr. Gore. How near are you to making a hydrogen bomb? 

Dr. Dean. I guess this had better be off the record. 

Mr. Gore. It is quite all right for it to be off the record, but all of 
this mystic gazing into the crystal ball leaves the public under an 
erroneous impression, 

Mr. Dean. It certainly does. And we are not comfortable about 
that, either. One of the difficulties is that every time you correct what 
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seems to be an erroneous impression the public has, in order to do it 
adequately and put the thing in balance, you give away very sensitive 
information. This is the difficulty that faces us all the time. 

I would be happy to tell you, but I think this really should be off 
the record. 

Mr. Gore. Go off the record. 

(Discussion off the record.) 

Mr. Gore. It is not correct, then, nor has it ever been correct to 
describe the Savannah plant, for which you seek supplemental appro- 
priations here, as a hydrogen bomb plant? 

Mr. Dean. That is not a correct name for the Savannah River plant. 
It should be called a reactor facility, which can produce materials for 
either fission weapons or fusion weapons. 

(Discussion off the record.) 


TACTICAL USE OF ATOMIC WEAPONS 


Mr. ANpREws. Can an A-bomb be used as a tactical weapon at the 
battlefront for the purpose of doing damage to our enemies without 
doing damage to our troops? 

Mr. Dean. Yes, definitely. It would depend, of course, on the 
deployment of our own troops in relation to those of the enemy. But 
given the right situation, and a target of opportunity, we could use an 
atomic bomb today in a tactical way against enemy troops in the 
field, military concentrations near combat areas and other vital mili- 
tary targets without risk to our own troops. And, as time passes, 
we are steadily increasing—through our technological and production 
progress—the number of situations in which atomic weapons can be 
effectively—and to our own troops, safely—employed in battle areas, 

The main difficulty with the revolution that is now taking place 
in our atomic weapons program is that most of us have not yet had 
a similar revolution in our thinking about atomic weapons. We still 
think of them in terms of Hiroshima and Nagasaki. We think of 
the great mushroom-shaped clouds and the devastation that lay below 
them. We think of them as weapons to be used against cities or 
large areas, and we don’t think of them for use in a battle zone against 
troops. But all this is changing. The specter of Hiroshima and 
Nagasaki should not hang over the tactical use of atomic weapons 
in the field. What we are working toward here is a situation where 
we will have atomic weapons in almost as complete a variety as we 
do conventional ones, and a situation where we can use them in the 
same way. This would include artillery shells, guided missiles, 
torpedoes, rockets, and bombs for ground-support aircraft among 
others, and it would include big ones for big situations and little ones— 
and this is important—for little situations. 

This is the area we are moving into, and, as we move into it, we 
are naturally also moving into a period in which atomic weapons are 
becoming vastly more interesting to the Army, Navy, and tactical 
Air Force units than they have been previously, while the-interest of 
the strategic air units is remaining at its past level. Today the armed 
services are faced as never before with the problem of integrating 
atomic weapons into all military combat operations. The time, in 
my judgment, is already here when the effect of these new weapons 
on military planning is of the utmost importance and this is influencing 
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not just our weapons program, but also military decisions as to the 
types of forces that will be needed and how best to build them. 
These things are all part of the studies now going on in the AEC 
and the Department of Defense. 


HYDROGEN BOMB DEVELOPMENT 


Mr. Tuomas. Mr. Dean, I have a clipping here that appeared on 
September 22, 1951, in the Star. The headline says “Hydrogen bomb 
unlikely, Dr. Millikan believes,” and this interview 5; tai was 
made by a representative of the Associated Press at Dayton, Ohio, 
on September 22. It reads as follows: 
_ Dr. Robert A. Millikan, Nobel prize-winning physicist, said yesterday he thinks 
it unlikely man can find a way to ‘‘trigger off’ the hydrogen bomb. 

“IT should be foolish if I denied the possibility, but I don’t think it likely,” Dr. 
Millikan said during a visit to Wright-Patterson Air Force Base here. 

To explode the hydrogen bomb, man will have to find a way to duplicate tem- 
peratures and pressures around the sun, Dr. Millikan said. 


“It is a good deal of assumption” that conditions approaching those necessary 
can be created, he declared. 


Dr. Millikan, professor emeritus of physics at the California Institute of Tech- 
nology, also said, “I do not think we are as far along as some seem to think in 
recent reports —”’ 


I do not know what reports he is referring, to— 


“on atomic and hydrogen research.’”’ He added that he was pessimistic about 
possible peacetime uses of atomic energy, citing excessive cost and rarity of 
material. 

Is Dr. Millikan now associated directly or indirectly as an employee 
or consultant of the Atomic Energy Commission or in any of the 
laboratories of contractors working with and for the Atomic Energy 
Commission? 

Mr. Dean. He is not, Mr. Thomas. 

Mr. Tuomas. Has he ever been at any time? 

Mr. Dean. I do not think even during the Manhattan Engineering 
District days that he was associated with us. 

Dr. Smyru. Not directly. He may have been on some top-level 
commands that considered some of the material, but I do not recall 
that he was even there, 

Mr. Tuomas. Among scientists in the field of fissionable material 
and its related subjects, is the very learned doctor considered an aue 
thority in those fields? 

Dr. Smytu. No. I certainly think he would not be considered an 
authority in those fields. His major work preceded the discoveries 
in nuclear physics, so far as I know. He has done very little in nuclear 
physics, and without access to a great deal of classified material his 
judgment would not be valid on those. 

Mr. Tuomas. Is his judgment faulty as far as he is quoted here in 
this Associated Press article I have just read—that man will have to 
find a way to duplicate temperatures and pressures around the sun? 

Dr. Smyru. I think he is faulty in two regards. I think he does 
not know enough to estimate exactly what conditions are required, 
nor does he know enough to estimate what conditions we can achieve. 
He has not had access to the necessary material. 

Mr. Tuomas. Quoting the doctor a little bit further, the distin- 
guished Nobel prize winner says, ‘I do not think we are as far along 
as some seem to think we are in recent reports.” 
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I wonder do you have any idea of what he is talking about there— 
what the reports are. 

Mr. Dean. I do not know, unless—is he referring there, do you 
think, to peacetime power, or is he back on weapons again? 

Mr. Tuomas. He is making a blanket statement there, referring to 
some recent reports. 

Mr. Dean. I do not know what those reports would be that he 
refers to. 

Mr. Tuomas. Then he continues: 

He added he was pessimistic about the possible peacetime uses of atomic 
energy, citing excessive cost and rarity of material. 

Purely as a layman and listening to you gentlemen testify on the 
cost of this material and the scarcity of it and the difficulty of pro- 
curing it, would you say that the Nobel price-winning physicist had 
a point there, or again is his judgment a little faulty? 

Dr. Smytu. With regard to power? 

Mr. Tomas. Peacetime uses of atomic energy, 
cost and rarity of material. 

Dr. Smytu. Let us go back to the question asked earlier. I do not 
know whether it ought to be on the record or not. 

(Discussion off the record.) 

Mr. Tuomas. As far as the practical, everyday workings of the 
Commission in carrying out their duties and functions is concerned, 
there is nothing in the immediate foreseeable future that leads you 
to believe you will be able to get fissionable material from the ground, 
water, air, or any other source that is presently available in abundance 
to us in the United States and other places, but we are going to have 
to depend upon those sources from whence we are getting them now 
and hope to get other sources, as hazardous, costly, and troublesome 
as it is to get this material? 

Dr. Smytu. As far as we can see in the immediate future, we will 
have to depend on uranium for this kind of power. 


citing excessive 


POSSIBILITY OF SAVINGS IN MILITARY BUDGET BY EXTENSIVE 
DEVELOPMENT OF ATOMIC WEAPONS 


Mr. Tuomas. Several days ago there appeared an article in the 
Washington Post by Mr. Robert C. Albright, dated September 19, 
1951, quoting from the chairman of the Joint Congressional Atomic 
Energy Committee. I quote from Mr. Albright’s article in the Post 
in which he says— 
$6 billion invested annually in atomic weapons ‘‘can grant us a reprieve’ from 
world war ITI. 

I wonder if the Atomic Energy Commission agrees with that state- 
ment that $6 billion invested annually in atomic weapons can grant 
us a reprieve from world war III. 

Mr. Dean. That is a difficult one to answer. I would say this: 
If he thinks you can today take $6 billion—— 

Mr. Tuomas. I am asking what the Commission thinks; not what 
the chairman of the Joint Congressional Atomic Energy Committee 
thinks. 

Mr. Dean. The results of such an expenditure today would not 
begin to bear fruit for several years. Consequently, if World War III 
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were to come or is likely to come in the period between now and then, 
such an expenditure would not help you. You would have to depend 
on the present program and the rapidly expanding program which we 
have already discussed at length with this committee. 

Mr. Tuomas. Has the Commission asked for $6 billion additional 
over and above your regular request, or even $1 billion over and above 
your regular request, to be invested in atomic weapons? 

Mr. Dran. We have not, Mr. Thomas, although this has been a 
matter of study between ourselves and the Department of Defense 
for a period of several months. We have to analyze what we would 
get with these expenditures, when we would get them, and how much 
of an impact on the economy of the country would be involved in the 
spending of an amount of money of that size. 

Mr. Tuomas. I will continue to read from the article, where it is 
quoting the chairman. The article says: 

At the same time 30 to 40 billion dollars can be saved from presently estimated 
60 to 80 billion dollar defense costs ‘‘that otherwise threaten to become the price 
of survival,”’ he told the Senate. 

Do you have any basis in fact to substantiate that statement? 
Does the Commission have any basis in fact to substantiate the fact 
that you can save 30 billion to 40 billion dollars from the 1952 budget 
estimates for the armed services? 

Mr. Dean. I think we are competent witnesses on the question of 
what could be,done with money put in the atomic energy program, 
but I do not think we are competent witnesses in our shop, any of 
us, to answer the question of what would be the effect of this on the 
military budget. 

Mr. Tuomas. What is your opinion? Is it your opinion that by 
spending $6 billion now over and above your request you can save 
30 billion to 40 billion dollars from the 1952 estimates of 60 billion 
to 80 billion dollars for national defense? 

Mr. Dran. Having regard for my incompetence to answer that 
question, I would point out again the fact that since you cannot get 
any results, real, practical results, out of the plant and equipment 
that an expenditure of $6 billion would procure, for several years, I 
am a little dubious about what effect it could have on the 1952 budget 
for the Department of Defense. 

Mr. Tuomas. Is not that a little bit of an understatement, Mr. 
Chairman, when you say you are dubious as to whether you could save 
30 billion to 40 billion dollars on the 1952 budget? Do you think you 
could save it on the 1953 budget? 

Mr. Dean. You do not save this by spending 5 billion to 6 billion 
dollars today. You might have some savings come along in those 
years because of the increased amount of bombs that are coming out 
of our present expanded program which is going on at the present time. 
And it is going up at a very substantial rate, as you are aware. That 
is where the impact, it seems to me, would be felt. 

Mr. Tuomas. Continuing with this newspaper article, in speaking 
about some resolutions that were about to be filed, it says: 


The first resolution called for “all-out’’ concentration on atomic development 
and production. 


Has the Commission advocated that—all-out concentration on 
atomic development and production? 
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Mr. Dean. In one sense I think the Commission has been going on 
the assumption that our program is all-out. But our pregram has 
been limited, as you know, by the presently foreseeable ore. This 
has been the major limitation. Now, if the studies which are now 
being made between ourselves and the Department of Defense con- 
vince both agencies they could honestly recommend to the Congress 
a substantial expansion over and above our present one, we will cer- 
tainly do it. And the ore prospects are, as I say, rather good and 
would probably justify considerable plant expansion. 

Mr. Tuomas. Continuing with this article, I quote: 

Saying ‘‘the sky is the limit” to the number and variety of atomic weapons the 
United States can produce for a few billion dollars, the Senate was told ‘‘he was 
proposing in a word ‘an atomic Army and an atomic Navy and an atomic Air 
*orce, : 

Is the sky the limit in the way of weapons which the Commission 
is able to produce at this time or in the foreseeable future? 

Mr. Dean. There are always limitations of ore. That is one 
limitation that is always with us. And, of course, it is an uncertain 
one, because you cannot see below the surface of the ground, and 
there are large areas that have not been explored that may have some 
promise. It is always a limitation and always an uncertainty. 

Mr. Tuomas. Has the Commission at any time advocated or pro- 
posed an atomic Army and anatomic Navy and an atomic Air Force? 

Mr. Dean. No, sir; although in our relations with the Department 
of Defense we have endeavored to keep the three services—and this 
is done on a day-to-day basis—aware of our developments so that 
they can be ready. For example, at the next test at Nevada it is 
proposed that about 5,000 troops will be out there and will be in- 
doctrinated in the problems that arise when troops are near an atomic 
explosion. But that is just one illustration of the type of thing 
that might be referred to if you are talking about an atomic Army. 


NEW ATOMIC WEAPON DEVELOPMENTS 


Mr. Tuomas. Here is another article appearing in the Washington 
Star of September 26 by Mr. John A. Giles. I quote from that 
article: 


“The Atomic Energy Commission,” said the Senator, “has in being or in 
development ‘literally dozens’ of different types and kinds of special-purpose 
atomic weapons models.”’ 


He said “the so-called wonder weapons” weren’t just on paper but ‘‘down-to- 
earth hardware, proven, demonstrated, or confirmed,” proof-tested or about to be. 

I do not quite understand the distinction between “‘proof-tested”’ 
or “about to be.’”” What is your comment on that statement? Does 
the Atomic Energy Commission have in development literally dozens 
of different types and kinds of special-purpose atomic weapons? 

Mr. Dean. That is true. 

Mr. Tuomas. Are they effective? 

Mr. Dean. It is the “in development”? now that I am talking to. 
They are being so developed and so designed that they would be 
effective. 

Mr. Tuomas. How far away are they now from that point of 
perfection where you would feel safe in depending upon them to pro- 
tect the United States against invasion or in war if we were engaged 
in,an all-out war? 
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Mr. Dean. The ones that are in the stockpile would undoubtedly 
be effective in the event we went to war tomorrow. By that, I mean 
very effective. 

Mr. THomas. You are referring to that instrument that we com- 
monly call the “bomb” now, or are you referring to something new 
and different? 

Mr. Dean. Those are all atomic weapons; in that sense, they are all 
atomic weapons, but they are of different types, and there is already 
today some flexibility in the program which would permit other uses 
against military targets, and this will be increasingly so as the other 
members of the family of weapons enter the stockpile. 

Mr. THomas. Does the Commission agree with this statement; 
again reading from the article by Mr. John A. Giles in the Star of 
September 26 which reads as follows: 

Recent publicity about new weapons— 


explained Mr. Lovett—and I presume the Mr. Lovett here he is sup- 
posed to be quoting is the Secretary of Defense, Mr. Bob Lovett— 
new developments in warfare and optimistic statements on the military applica- 
tion of atomic energy have given the exaggerated impression that a quick, easy, 
and inexpensive security might be now at hand. 

What have you to say about that? 

Mr. Dean. I do not think there is any quick and easy method of 
procuring total security. It is expensive. 

Mr. Tuomas. Mr. Lovett is quoted here as referring to atomic 
weapons and “new developments in warfare.’”’ Do you know of any 
such new developments in warfare in the application of atomic energy 
that would lead to any conclusion that for the expenditure of $6 bil- 
lion, $10 billion, $15 billion, or $20 billion you could now avert World 
War III and save one-half of the national-defense budget for 1952, 
which, in all probability, before the year is finished will be about $95. 
billion? 

Mr. Dean. I think it is a question of timing. If you are going to 
replace—— 

Mr. THomas. Well, you do not have much time to do some things 
in if you are going to save some $40 billion in 1952, because it is going 
to be over with, Mr. Chairman, in about 9 more months. 

Mr. Dean. I think the answer to that is a flat “No.” 

Mr. Tuomas. Obviously that is the correct answer. I just do not 
want this committee to be thought of throughout the country that by 
failing to appropriate $6 billion we are not going to save $40 billion in 
the fiscal year 1952, nor do we want the country to think this com- 
mittee is bringing on world war III when it is alleged that by the ex- 
penditure of $6 billion you could prevent world war III. We just 
want to get this on the record. 

Furthermore, you stated awhile ago you have not asked for $1 
billion over and above your request, much less $3 billion, $4 billion, 
$5 billion, $6 billion, or any other amount. Is that true? 

Mr. Dean. That is very true. On the other hand, we do not want 
to make a rash request. That is the reason. Some people might 
criticize us for spending so much time to make an evaluation of the 
expansion program, but, when you get out into those billions, we want 
to see where it is going, when it gets to you, and what the impact is 
going to be. 





9 


Mr. Tuomas. We certainly want to commend you for that action 
and that statement. We concur that your position there is 100 pers 
cent sound. 

There is one other statement here that I want to read from the 
Congressional Record on page 11733: 

Mr. McManon. Approximately so— 
he is answering a question by Mr. Moody— 


it depends on the amount of effort and the amount of money we are willing to 
put into such a project immediately as to how soon we can bring about that 
result, but it is apparent now to all of. us that there is a supply of raw material 
coming into being with which we can fabricate atomic bombs by the thousands. 

Do you know where that source of raw material is? 

Mr. Dean. He is undoubtedly referring to new sources we have in 
South Africa and Canada and the step-up in production in the Colo- 
rado plateau region of this country. 

Mr. Tuomas. Do you know of any presently existing supply of 
material whereby you can make atomic bombs by the thousands? 

Mr. Dean. | hate to get into figures. 

Mr. Tuomas. Is that your answer? 

Mr. Dean. I think that is the answer, Mr. Thomas. I would 
rather not talk of numbers. 

Mr. Tuomas. Reading further from the statement, he says: 

* %* * Of course, the statement as to cost is an approximation of the cost, 
but I believe that, compared te some of our most expensive tanks, we can get the 
unit cost of the bomb down to less than what one of our big tanks costs us today. 

Do you agree with that statement? 

Mr. Dean. In the first place, I do not know the cost of a tank. 
I think a more accurate statement would be a few tanks. 

Mr. Gore. Mr. Chairman [Mr. Dean], do you foresee in the next 
decade an atomic Air Force? 

Mr. Dean. I think in the next decade you will probably have a 
plane in the air the power for which comes from a reactor. If the 
people who run that plane and service it on the ground are the Air 
Force that is referred to, I think you would have the beginning of an 
atomic Air Force within a decade. 

Mr. Gorr. What you are saying is that one plane and the crew 
to operate it would be the beginning. 

Mr. Dean. Yes. 

Mr. Gore. Of atomic Air Force. 

Mr. Dean. If by an atomic Air Force is simply meant the service 
and flying of a plane which can deliver an atomic bomb, we can say 
that we have an atomic Air Force today. 

Mr. Gorn. But you would not say that we have an atomic Air 
Force? 

Mr. Dean. No. 

Mr. Gores. Although we do have an Air Force which can deliver 
atomic bombs. 

Mr. Dean. Exactly. 


TACTICAL USE OF ATOMIC WEAPONS 


Mr. Yates. Mr. Dean, in response to Mr. Andrews’ question of a 
few moments ago, you replied that the atomic weapons were usable 
for tactical purposes. Is that correct? 








10 


Mr. Dean. That is true. 

Mr. Yates. Could such weapons be used for tactical purposes, 
and the ground area on which they were used be subject to occupation 
by our own troops within a reasonably short time thereafter? 

Mr. Dean. That also is true.. 

Mr. Yates. Would that same territory be susceptible to occupation 
by enemy troops or do our troops have something they do not have? 

Mr. Dean. The position would be the same with the enemy as 
with our own troops. In short, there is no residual radioactivity in 
connection with that kind of high air burst which would deny the 
area to either. 


FEASIBILITY OF INCREASING ATOMIC ENERGY DEVELOPMENT 
EXTENSIVELY 


Mr. Yares. In response to Chairman Thomas’ question, in his 
reading a statement from the newspaper that a $6 billion expenditure 
would win us reprieve from world war II], you said that a future 
year might begin to bear fruit in that respect. That was your answer; 
was it not? t 

Mr. Dean. -What I meant to say was this: that if we start con- 
struction on plants today to produce fissionable material you could 
not begin to get any payoff with any such expenditure for several 
years; that our payoff in the more immediate future is coming from 
the expanded program in which we are already engaged. 

Mr. Yates. The question that is in my mind is what assurance we 
have that would win a reprieve from World War III? 

Mr. Dean. My difficulty is that I do not know when World War 
III is coming—and I do not mean to be facetious. 

Mr. Yarss. I realize that, but would not your answer have applied 
in the other case? 

Mr. Duan. I mean this: That if I knew today that World War III 
was coming in 1960—— 

Mr. Yares. Yes. 

Mr. Dean. And that the country could take the burden of the large 
expense of plants and equipment, I would say to get it, and to get it 
very fast. What I was trying to point out in answer to Mr. Thomas’ 
question was that we could not get the pay-off on plants and equip- 
ment until a period of several years has passed; that it takes time to 
build reactors, and it takes time to build these diffusion plants. 

Mr. Yates. Can we make any assumption that the Soviets will not 
do the same thing? 

Mr. Dean. No; we cannot, and I hope that nothing I have said 
indicates that I would not be, might not come up to this committee 
within a short time for a substantial expansion. I just wanted to say 
that we want to know what we are doing when we do, just how much 
of a program we would have in all directions, and how much the bur- 
den is going to cost, and I am not in position to give an exact answer 
to that today. 

Mr. Yares. Is the assumption justified on the basis of past experi- 
ence—and you may want to answer this off the record, and you may 
if you want to—based upon your experience as indicated, is the assump- 
tion justified that the Soviets are expanding their atomic energy pro- 
gram? 

Mr. Dean. Yes. 
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Mr. Yates. Then if we expand, is it not reasonable to expect theirs 
likely will continue? The point I am trying to get, going back to the 
question of reprieve from World War III, is there such a thing? 

Mr. Dean. No. I can perhaps say that in one sense we have had 
a reprieve from World War III up to this time by the existence of 
our own stockpile—this is an arguable point, but I am inclined to 
think perhaps it may have had that effect. ‘ 

Mr. Anprews. I think what has happened this year in the tests 
you had out in New Mexico in February of this year helped. J mean 
the publicity given to the tests. 

Mr. Dean. Well, some people have given us credit, but we do 
not deserve the credit, because it was not done for that purpose. 
We have never expended fissionable material simply for the purpose 
of impressing the Russians. 

Mr. Gore. Coming now to the specific request before this com- 
mittee, which is all this committee is called upon to decide at this 
time, I would like you, Mr. Chairman, first, to give us a general 
statement relating to this particular request. 


SAVANNAH River PrRoJectT 
GENERAL STATEMENT 


Mr. Dean. Mr. Chairman, if I may, first, I would like to discuss 
the Savannah River project. 

Mr. Gorsr. The request relates primarily to the Savannah plant? 

Mr. Dean. It does; yes. + 
_ Mr. Gore. We will be glad to have your general statement. 

Mr. Dean. Thank you. 

As you know, the President on January 31, 1956, directed that the 
production goals and scope of the atomic energy program be greatly 
increased. That directive launched the Atomic Energy Commission 
on a construction project larger than any it had previously undertaken. 
Many problems had to be faced; many questions had to be answered. 
rr ° ‘ T ‘ ‘ 
The four biggest questions of course were: How? Where? By whom? 
At what cost? 

The answer to “How?” was to be found by drawing on past experi- 
ence, sifting out the best of tested theories and applying them to the 
problem at hand. The answer to ‘ Where?” mvolved weighing the 
advantages of expanding and existing site or sites against starting a 
new site. The answer to “By whom?” required a careful evaluation 
of contractors to determine the one best fitted for the job. Not until 
these first three questions were answered could we make any progress 
on the fourth question—‘ At what cost?” 

The combined thinking of all our reactor scientists, our contractors, 
the General Advisory Committee’s subcommittee on reactors and the 
Military Liaison Committee went imto the selection of the type of 
reactor to be built. It was decided that a new site would be more 
advantageous than building at an existing site and a Site Review 
Committee was established. After a review of the leading chemical 
contractors in the country, the E. I. duPont de Nemours Co. was 
selected. 

By the summer of 1950 we were in a position to ask for funds to 
initiate work on the project and the Congress appropriated $247.9 
million for that purpose in the First Supplemental Appropriation Act 
for fiscal year 1951. By December, the duPont Co. had been selected 
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as contractor, the site now known as Savannah River had been se- 
lected, land acquisition had begun, and in January 1951, Congress 
provided an additional $392.0 million in the Second Supplemental 
Appropriation Act. This amount, plus $28.2 million which the Com- 
mission had allocated to the project from funds already available, 
made a total of $668.1 million available for this project. 

During the course of testimony before the House Appropriations 
Committee in April and August of 1951, the Commission stated that 
the total cost of the project would be considerably in excess‘of funds 
available and that the duPont Co. was preparing a revised estimate 
based on an engineering survey and preliminary design. The con- 
tractor’s estimate is the basis of this supplemental request. Since it 
is expected that presently appropriated funds will be fully committed 
by early spring of 1952, the immediate need for additional funds pre- 
vents our inclusion of this request in the regular 1953 budget. 

If | may be permitted to go off the record for a few minutes, I will 
discuss briefly some classified features of this project, but before doing 
so I would like to take the opportunity of our presence here today to 
say again to the committee that the existing restrictions on personal 
services in our appropriation for fiscal year 1952 are, we feel, incon- 
sistent with the major expansion now being undertaken by the Com- 
mission. We earnestly hope that the Congress will take favorable 
action on the appeal for relief from these restrictions which we have 
made in the proposed language of the pending supplemental appro- 
priation bill for 1952, 

Mr. Gore. Thank you for your general statement, both on and off 
the record. 

Mr. Gore. Mr. Dean, what is the amount of your request of this 
committee? 

Mr. Dean. $484,240,000. 

Mr. Gore. The bulk of which is on cost of production of fissionable 
material? 

Mr. Dean. All of which is in that general category. 

Mr. Gore. | have read the breakdown in your justifications, and 
I am not able to understand why some of the contents of the secret 
justifications are so treated, but it is not my responsibility to decide 
whether they should be secret or should not. That being the case, I 
will not undertake to interrogate as to the contents of the secret 
document, but instead will confine my inquiries to the unclassified 
items. 

Do you not think you bend over backwards sometimes in holding 
something secret? I could pick out a few things which do not appear 
to me to be at all secret. 

Mr. Dean. | think that is entirely true. For example, Mr. Gore, 
what appears on page 4 of the secret document is also contained in 
the unclassified summary. 

I think if you will turn to page 4 of the secret you will see they are 
identical. 

Mr. Gore. Yes; I was also referring to that, and also looking on 
page 5. I will not put those in the record, but being seeret—— 

Mr. Dean. The same applies, Mr. Gore, to page 5 of the secret, 
which is a copy of page 5 of the unclassified. 

Mr. McCarruy. The first seven pages, Mr. Chairman, of both the 
secret and the unclassified are the same. In an attempt to help the 
committee we felt it would be better to work from one book; but the 
first seven pages of the unclassified and the secret are the same. 
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LAND-ACQUISITION COSTS 


Mr. Gore. The first thing that struck me was that—and perhaps 
it is a natural consequence of being able to understand that item 
better than some of the more scientific ones—was the uppage of the 
estimate for land acquisition from $5 million to $17 million. 

Mr. Puriurps. That is what I was just noting also, Mr. Chairman. 

Mr. Gore. That is missing the mark rather successfully, is it not? 

Mr. Dean. Mr. Cook will speak to that. 

Mr. Cook. The original land acquisition estimate was based on 
150,000 acres at $25 an acre. 

Mr. Gore. I understand. I remember that I said at the time that 
you could not buy land at $25 an acre. Who gave you that estimate 
of $25? 

Mr. Cook. The estimate of $25 was prior to any knowledge of 
where the site would be located, with the thought that we might 
be able to obtain some marginal land for the site, which would include 
the cost of structures—the estimate represents past experience in 
land acquisition. 

Mr. Gore. Have you tried condemnation? 

Mr. Cook. So far we have not had to resort to too much condemna- 
tion. We have had some condemnation. Most of the land acquisi- 
tion has been a result of agreed price. 

Mr. Gors. This amount of money would indicate that you had 
been rather agreeable. 

Mr. Boyrr. The Army engineers acquired the land; we asked them 
to acquire the land for us, Mr. Chairman. 

Mr. Gore. And you furnish the money? 

Mr. Boyer. We furnish the money. 

Mr. Gore. That would make it even more agreeable. 

Mr. Puiturps. May I ask, Mr. Gore, if the figure of $17 million 
is the price, or is it still an estimate for which the price has not been 
paid? 

Mr. Cook. It is still an estimate, based upon the experience that 
we have had to date. 

The procurement of land, land acquisition, is done through the 
real estate branch of the Corps of Engineers, who have had many 
years of experience. Recently in a condemnation proceeding the court 
awarded $10 an acre over what was thought to be a fair appraisal, 
and I am quite sure that all the procurement to date has been on the 
basis—— 

Mr. Gore. You think this is a firm estimate? 

Mr. Cook. It is an estimate that is based on experience and should 
be a fairly reliable estimate. 

Mr. Tuomas. Bearing in mind the Corps of Engineers did not make 
the estimate, your error is just a matter of an error of 350 percent. 

Mr. Cook. I did not mean to convey the idea that the original esti- 
mate was made by the Corps of Engineers; it was made by the AEC. 


DEVELOPMENTS AT THE SAVANNAH SITE 


Mr. Gore. As I recall, we were told, either by Mr. Dean or Mr. 
Boyer, that there would be no elaborate developments of the site, the 
community facilities, dog-and-cat sanitarium, and that sort of lia- 
bility you had at other places, and yet when I read here, I find com- 
munity facilities—maybe I am using the wrong term—but when I 
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read here of developments on the site, and I will leave them off the 
record, since they are in the secret justifications, although I see no 
reason why they should be classified information, 

(Off-the-record discussion. ) 


Mr. Gore. Well, since you say there is no classified information on 
page 23, we will put that page in the record. 


Mr. Dean. Some of the items in developing the document were not 
classified. 


Sie matter referred to is as sensed 


Ni cctine edhe $112, 950, 600 
All site facilities outside of the saline manufacturing areas are included in 
genera! site development. A substantial portion of the estimated cost of this 


project is required for the construction of river water pumping stations and dis- 
tribution systems. 


* * * * * * * 
Imcluded in this project are a local radio system, locomotive shop, locomotives 
and rolling stock, mobile equipment, guard towers, monitoring buildings, gate 
houses, general grading, * * * laboratory, general equipment, and more than 
100 miles of perimeter fence. There are approximately 4 miles of process sewers 
which lie outside the manufacturing areas. Existing small streams will be used 
to return cooling water to the river. Considerable erosion protection will be 
required since these streams will be transformed into small rivers. Fifty miles 
of new railroad outside the processing areas and the relocation of 8 miles of an 
existing commercial railroad line are required. Existing roads will be used to the 
greatest extent feasible; however, more than 100 miles of new roads, 15 miles of 
which will be a dual highway to provide adequate and safe access to the plant 
areas for at least 36,000 workers. 


Transmission of electric power between the areas will require transmission lines, 
some of which must necessarily be underground. 


LOCOMOTIVE SHOP 


Mr. Gort. Why do you need a locomotive shop on this site? 

Mr. Cook. The area is 20 miles in diameter—the major producing 
areas, several miles apart. 

Mr. Gore. That is secret in another 
Do you want that to go in? 

Mr. Dean. We will say widely separated. 

Mr. Coox. The major 


part of your justification. 


producing areas are widely separated. 
There are approximately 50 miles of railroad track outside the major 
manufacturing area, as well as tracks inside the manufacturing area. 
The railway company delivers the material to the classification yards 
on the area. 

At the present time the construction contractor, and later the 
operating contractor will shift the material for the area over the 
railroad connection, to the major producing areas, and for that reason 
we do need railroad stock, rolling stock, and we do need locomotives 
and we do need cars. 

Mr. Gore. You would have a locomotive crew standing by at all 
locomotive sheds, or shops, waiting for something to get wrong. I 
presume you will buy the locomotive new? 

Mr. Coox. At the present time, as a good ex xample,. some 5,800 car- 
loads of material were received during the month of August-—— 

Mr. Gore. That is construction material? 

Mr. Cook. That is right. 

Mr. Gore. Is that locomotive shop for construction purposes or is 
it for permanent operation? 


Mr. Cook. This locomotive shop indicated here is for the permanent 
operation. 
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Mr. Gore. You cited delivery of so many tons of cars of construc- 
tion material, which would have no bearing whatsoever on the justi- 
fication for this as a permanent installation. 

Mr. Cook. I did not intend to indicate it would. 

Mr. Gore. Then why did you mention it? 

Mr. Cook. The railway track, between the major producing areas, 
is one that will be in continuous use. 

Mr. Gore. Fifty miles—— 

Mr. Yares. Widely separated. 

Mr. Cook. The 50 miles of track there takes in the distances be- 
tween the major producing areas and other areas, of approximately 
7 to 8 miles apart. 

Mr. Gore. Have you explored the possibility of contracting with 
the carriers to deliver your rolling stock within the area? 

Mr. Cook. In all our installations the carriers deliver the material 
to the classification yard or siding. The operation of the transporta- 
tion system inside the Government-owned area is conducted generally 
under contract with the railroad companies, or by direct operation 
by the prime contractor. 

Mr. Gors. It would seem to me you should explore the possibility 
of making a contract with carriers to deliver this material. You have 
not? 

Mr. Cook. Not in this particular instance, no. 

Mr. Gorr. Why would you ask for a locomotive shop before you 
have done that? 

Mr. Cook. Regardless of how it is done, past experience indicates 
that we will have to have these facilities for the operation of the track 
within the area. 

Mr. Gore. You would have to have a locomotive shop. How 
many locomotives will you have to have? 

Mr. Boyer. Eight. 

Mr. Cook. We will have to have a locomotive shop for repair and 
maintenance, for rolling stock, which includes a number of locomotives. 

Mr. Gore. How many employees would you have in the loco- 
motive shop? 

Mr. Cook. I do not have that broken down. I have it broken 
down by major items. 

Mr. Gorr. Do you know whether the railroads in that vicinity 
have a locomotive shop nearby which could make whatever repairs 
are necessary to vour locomotives? 

Mr. Nextson. The nearest shop is at Augusta. 

Mr. Gore. How far away? 

Mr. Netson. About 15 miles. 

Mr. Gore. It appears to me that if there is a locomotive shop 
within 15 miles, the taxpayers of the country would be given a treat 
if you contracted with this shop to do your repairs, rather than 
having a full crew standing by doing nothing more, perhaps, than 
drawing time-and-a-half wages. 

Mr. Coox. They would work, generally speaking, to take care of 
operating maintenance on the locomotives; the major repairs are done 
under contract in the railroad repair shops. We do no major repairs. 

Mr. Gorr. As manager of operations there, how many people do 
you think you would need in a maintenance shop? 

Mr. Neuson. | should think about 25 to 30 people on a shift. 

Mr. Gore. How many shifts would you need? 
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Mr. Newtson. Generally one; maybe two occasionally. This is a 
guess; we have not got that actually in our plans. 

Mr. Gore. Then, it would appear to me there would be a lot of 
repair and maintenance to 8 locomotives and 40 rolling stock 

Mr. Newson. I do not think it is too much for the amount of rolling 
stock to keep it rolling. 

Mr. Puiiips. Does the testimony indicate how much stock they 
expect to have? 

Mr. Gore. He just said eight locomotives. 

Mr. Cook. Sixteen flatcars, five open cars, two gondolas 

Mr. Puitures. How many locomotives? 

Mr. Gore. Eight. If the railroads of the country average three 
men for a shift for each locomotive | would be very much surprised. 

Mr. Netson. This shop is a lot more than just a locomotive and 
repair shop. I might read what it does. 

Mr. Gore. I will be glad to have you do so, otherwise we might 
draw the conclusion it is a rest camp. 

Mr. Netson. It contains the office of the vardmaster, the base for 
signal communication, in addition to shop repairs. 

Mr. Gore. Yet none of those people would be included in the 25 
you estimate? 

Mr. Newson. They would. 

Mr. Gores. Let us look at another item——— 

Mr. THomas. Before you go into the detail, may I interrupt just a 
moment? 

Mr. Gore. Certainly. 
. Mr. THomas. Do you make these estimates, Mr. Nelson? 

Mr. Netson. No. They were made by the contractor; I reviewed 
them. 








BACKGROUND OF MANAGER, SAVANNAH RIVER OPERATIONS OFFICE 
(CURTIS A. NELSON) 


Mr. Tuomas. This is the first time the committee has had the 
pleasure of having you with us. Tell us something about yourself; 
what has been your experience in the past, and so on? 

Mr. Newson. It has been construction—— 

Mr. Tuomas. You have been handed so far a $1.1 billion project, 
starting off with $600 million. You may go on from there, and tell us 
something about vourself. 

Mr. Neuson. I am a graduate of the University of Nebraska in 
civil engineering. After several years of experience I was put in 
charge of the Kankakee ordnance plant at Joliet, Ill. 

Mr. Tuomas. When did you finish school? 

Mr. Newson. I finished school in 1934. After finishing school I 
went to the ordnance plant in Llinois, and after that to the Pine 
Bluff Arsenal at Pine Bluff, Ark. 

Mr. Tuomas. Those were Army ordnance projects? 

Mr. Newtson. Yes. The first was about $50 million, and the second 
$60 million. 

Mr. Tuomas. You got out of school and went with the Govern- 
ment, or did you have any intervening experience? 

Mr. Nexson. I did not cover the first few years, from 1934 to 
1940. 1 was with the Army most of the time, mainly engaged in 
engineering and construction work. 
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Mr. Tuomas. In a civilian capacity? 

Mr. Nexuson. No, as an Army officer. 

* Mr. Tomas. You must have had ROTC training? 

Mr. Netson. Yes, sir; I was an ROTC student. 

Mr. Tuomas. You went into the Army as a second lieutenant? 

Mr. Newtson. As a second lieutenant, yes. 

From Pine Bluff, Ark., I went to the Manhattan District and 
handled construction work, for a part of the project known as the 
K-25 gaseous-diffusion plant, and later became director of personnel 
for General Grove and General Nichols, they having two separate 
offices. 

Later 1 was appointed as liaison officer to Canada for the AEC; 
3 years there, and then to this job. 

Mr. Tuomas. Have you had any construction experience in private 
industry? 

Mr. Neuson. No. 

Mr. Tuomas. What are your duties at the Savannah plant? 

Mr. Neuson. It is my responsibility to supervise the entire program, 

Mr. Tuomas. Do you make estimates? 

Mr. Netson. We make a check estimate against the contractor’s 
estimate. We ask him to do the major part of the engineering 
estimating work. 

Mr. Tuomas. Do you go into the details of the construction con- 
tract, or do you rely on the prime contractor to do that? 

Mr. Netson. No. All contractor’s subcontracts are approved and 
reviewed by our office. 

Mr. Tuomas. That is, under your supervision? 

Mr. Newson. Yes. 

Mr. Tuomas. How many employees do you have? 

Mr. Neuson. I presently have, over-all, 235 employees. This total 
includes the office at Wilmington, Dana, u.ad the main office at 
Savannah River. 


RESPONSIBILITY FOR MAKING COST ESTIMATES 


Mr. Tuomas. Have you had cases where you disagreed with the 
contractor’s estimate and the architect’s plans and designs on any 
items that have been approved by the major contractor? 

Mr. Netson. We have some very thorough discussions and dis- 
agreements from day to day, but in reality | feel there is a healthy 
condition about our relationship. 

Mr. Tuomas. Who has final authority? You or the prime con- 
tractor in the plans and design and cost estimates, in letting the 
contract? 

Mr. Neuson. I have, to the extent authority is delegated to me by 
the Commission. 

Mr. Tuomas. Is that sufficient authority for you to overrule the 
prime contractor, or do you take the plans from him? 

Mr. Newson. I find I have enough authority to overrule him as it 
becomes necessary. 

Mr. THomas. Has it seemed necessary in any construction project, 
in the way of detail designs with reference to such items as the tower, 
control tower? 

Mr. Netson. Yes; on numerous occasions we have checked the 
designs; we go more into the processing base of the designs. 
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GENERAL SITE DEVELOPMENT FACILITIES 


Mr. Gore. I am impressed with the enormous amount for general 
site development facilities, $112 million for general site development 
facilities. That does not include the production plant; it does not 
include the processing facilities. General site development facilities, 
that is, $112 million, and if you will excuse the expression, that is a 
tremendous amount of money to put under general development. 


PUMPING STATIONS 


Mr. Cook. It includes all utilities outside of the manufacturing 
areas themselves. For instance, it includes a river pumping station, 
furnishing all the cooling water for the operation of the plant facilities. 

Mr. Gore. How much would the pump cost? 


Mr. Coox. The pump station has a capacity of 700 million gallons 
a day. 


Mr. Gore. Yes, I read that. 

Mr. Cook. That is equivalent approximately to the requirements 
for three-fourths of the needs of a city like New York. It has require- 
ments for approximately a billion gallons of water a day. That gives 
you some idea of the magnitude of just the water facilities, the pump- 
ing stations to provide the cooling water for the total operation, 
which includes the operation of the pilot -:plant—— 

Mr. Gore. How much would the pump station cost? 


Mr. Nextson. The pump and water lines cost $62 million. 

Mr. Gore. Pump and water? 

Mr. Netson. The water line, distribution line. 

Mr. Gore. $62 million. 

Mr. Newson. Yes. 

Mr. Gore. It seems to me that an item of $62 million for a water 
system could well have been set out here for the enlightenment of the 
committee. 

Mr. Cook. It is set out in the plant-equipment book that we gave 
you. 

Mr. Gore. I got that this morning, just 5 minutes before the 
meeting—1 believe that is it—maybe I have not had it yet. 

Mr. Coox.* That is on page 37. 

Mr. Gore. I could not very well be expected to know that it was 
on page 37, having had no opportunity to look at it, but I am glad 
to know that it is broken down. 

Mr. Cook. It is completely broken down on page 40. 

Mr. Gore. What is the next general item under general site 
development? 


ELECTRIC POWER STATION 


Mr. Cook. The next two largest items, the substation for the 
electric power system, including a complete distribution system for 
the whole area integrated with the power system of the manufacturing 
facilities. 

The next largest item is the railroad system. 

The next largest item is roads and bridges for the whole area. 


SERVICE BUILDING 


Mr. Gore. I notice you have a service building and headquarters, 
$24 million; $24 million ought to build a lot of service buildings and 
headquarters and supporting facilities, whatever they are. 
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Mr. Coox. They are covered on sheet No. 36—that is under the 
project, general service, plant assistance and process development 
facilities. 

Mr. Gore. It also includes landscaping and walks and sidewalks, 
grading, culverts, and other items under general site development. 
I do not think you have underguessed that $112 million. I had 
thought that $1 million plant would be a large plant, but $112 million 
just for site, which probably includes the pumping station—— 

Mr. Coox. It includes all the services of utilities to the operating 
area, the fabricating area, and so forth, as covered under project 
“General site development and river water pumping systems” on 
pages 38 through 40. 

Mr. Gore. Does this include water mains? 

Mr. Cook. Yes. 

Mr. Gore. Electric conduits? 

Mr. Cook. Yes. 

Mr. Gore. Does it include transformer substation? 

Mr. Cook. It includes a complete electrical distribution system, 
outside the plant manufacturing areas themselves; the primary sys- 
tem and the network to the manufacturing area. 

Mr. Gore. Is it spelled out in this book? 

Mr. Cook. It is spelled out on page 38, a description of facilities 
and utilities involved in the central general site development. 

Mr. Gorst. Why would a fire alarm and telephone system, sanitary 
sewer lines, storm sewers, why would they be under a secret classifi- 
cation? 

Mr. Coox. They would not have to be. We just tried to have a 
continuity in presentation of information along with the classified 
information. We could label these sheets as they actually were when 
we present them, but that is the only reason it was classified. 

Mr. Gore. I thought there must be some—— 

Mr. Cook. In the major manufacturing areas; we do get down to 
the classified part. 

PREMIUM PAYMENTS 


Mr. Gore. We will go into another item. I was impressed with the 
statement in your justification, one reason why the project was so 
expensive was the necessity of making premium payments for mate- 
rials. I thought that we had authorities, priorities, under which you 
would not have to make premium payments for essential projects. 


PREMIUM PAYMENTS FOR MATERIALS 


Mr. Cook. The priority for materials does exist; however, if you 
are asking a manufacturer to produce materials on a forced-draft 
schedule, and he in turn must pay overtime, those are the premium 
payments involved. 

Mr. Goren. Are you exempt from the public contracts acquisition 
laws so that you can do that? 

Mr. Coox. Well, it is part of the total cost of the work on which 
he bases the price to us. 

Mr. Gore. Who determines whether he is going to have to work 
under forced conditions? Is that determined by you, by him, by 
the labor organization with whom he contracts, or by all three? 
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Mr. Coox. No; it is determined by the requirements to receive 
materials by a given date to construct and place in operation a 
facility by a given date, and when you procure those materials you 
establish the delivery dates when you need those materials to go into 
the construction. 

Mr. Gore. Do you think the priorities system of handling that 
would not be sufficient to handle that problem without paying 
premium rates? 

Mr. Coox. The priority system assures you of materials and a 
position in the manufacturers’ schedule; it does not by itself always 
assure you of having the materials manufactured into finished products 
by given dates. ; 

Mr. Gore. Can you give us an exact example of a premium pay- 
ment which you have made or contracted to make? 

Mr. Cook. Mr. Nelson. 

Mr. Netson. I can give you an example which may be a little bit 
hypothetical because I ‘do not remember offhand an exact example. 

Mr. Gore. Have you made any premium payments? 

Mr. Netson. Yes, we have. 

Mr. Gore. Why would you not remember some of them? 


PREMIUM PAYMENT ON‘*PUMPS 


Mr. Netson. Well, for instance, we did make premium payments 
on pumps. We take bids on pumps from all the reliable vendors of 
pumps that we know of, and ask them not only for a price, but for 
a delivery date. In fact, most of them at the present time put in 
an escalation clause if they are to produce those by the time we need 


them. It is usually a shorter period of time than would be required 
for normal operation. 


Mr. Gore. 
company? 

Mr. Netson. Yes, sir. 

Mr. Gore. What company? 

Mr. Netson. The Worthington Pump Co., 
There are probably others. 

Mr. Gore. In what amount was the premium payment? 

Mr. Netson. I do not remember but the escalation clause on a per- 
centage basis usually is 10 percent or less. 

Mr. Gore. Are they standard equipment, standard products of the 
company? 

Mr. Netson. Not usually, no. The pumps we need, for instance, 
are much larger than you would ordinarily require. 


Mr. Gore. What other type of premium payments have you con- 
tracted for? 


Mr. Netson. In materials? 
Mr. Gore. Any kind of premium payment. 


Have you entered into such a contract with a pump 


I think, for some. 


PREMIUM PAYMENTS FOR LABOR 


Mr. Netson. In order to meet our schedules on labor, for instance, 
we are now working five 9-hour days, which is 45 hours a week. So, 
we are paying a premium for that extra 5 hours in labor. 


What other kind of premium payments are you making? 


Mr. Gore. 








ech eete S a RANE Sana RTs A 0 














, seit tenes 
sah Sea etapa cela A 

















ieiiienthe thtehakmuiminie aa etn Ce Le 











21 


Mr. Netson. The escalation in materials and on labor, time and a 
half for labor. 

Mr. Gore. Give me some more examples. If you have made 
others you ought to remember them. 

Mr. Nexson. Well, in metal materials. Mr. Cook has mentioned 
warehouse materials and pipe, and any type of metal materials require 
premium payments. 

Mr. Gore. I thought you just told us 





PREMIUM PAYMENTS FOR STRUCTUAL STEEL 


Mr. Coox. Where you buy material from a warehotse where it is 
carried in stock, like pipe and structural steel and you purchase that 
until you can get deliveries from the mill manufacturers, generally the 
payment that you make for warehouse material is considerably higher 
per ton or foot of pipe than it is from the normal source of supply. 
You only buy such an amount of that material as you need to keep 
yourself going until you can get it from the normal source. That is an 
example of premium payments. 

Mr. Gorn. Have you made premium payments to contractors to 
make premium payments for structural steel? 

Mr. Neuson. We do. 

Mr. Tuomas. Mr. Boyer, have you examined this premium pay- 
ment business? 

Mr. Boyer. I am familiar with the fact that when you want to 
meet a time schedule and get material from a storehouse that before 
you can get it you do have to pay a premium. 

Mr. Tuomas. Does not the price control law govern that? 

Mr. Coox. The price control law allows the warehouse price, 
which is generally higher than the normal mill price. 

Mr. Yarrs. Do you pay a premium price on top of the warehouse 
price, or do you pay the warehouse price? 
Mr. Cook. No; the warehouse price. 

Mr. Gore. Mr. Boyer, under what circumstances would you be 
justified, having price control and the priority system at the disposal 
of the Commission, in paying a premium price for structural steel? 

Mr. Boyer. This very largely had to be paid at Dana for the chem- 
ical processing plant, and that was being pushed at a time when price 
control and priority controls were not effective. I believe that is true, 
is it not, Mr. Nelson? 

Mr. Netson. Yes. 

Mr. Boyer. Dana is fundamental to getting this process going 
because——— 

Mr. THomaAs (interposing). Did you ever call upon Mr. DiSalle and 
his enforcement agency? 

Mr. Boyer. He was not in office at that time when we were faced 
with this problem at Dana. 

Mr. Gore. He has been in office for about a year, has he not? 

Mr. Boyer. No. This was started last July when we ran into this 
problem. That was before he was here. 

Mr. Gore. Well, I will ask you another question, have you made, 
or contracted to make, premium payments on structural steel in the 
last 6 months? 
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PREMIUM PAYMENTS ON ORDERS UNDER $10,000 


Mr. Netson. I do not think so. I do not recall any instances in 
the last 6 months. Of course, there are a number of smaller orders 
which I do not see personally, but I do not think so. 

Mr. Gore. Who would see these smaller orders, and who would 
determine whether a premium payment was to be made? 

Mr. Netson. For instance, we delegate to the contractor authority 
to go ahead with orders of less than $10,000. 

Mr. Gore. He has authority to make premium payments? 

Mr. Newson. Only by virtue of our giving that authority. 

Mr. Gore. Well, if you give him that authority, if you give him 
authority to go ahead with items of less than $10,000, would that 
include the authority to make premium payments to get structural 
steel, pipe, cement, and such other materials as he might need? 

Mr. Netson. Only if he showed justification for it. 

Mr. Gore. Well, you just said you did not see those small items. 
I asked who makes the determination, and in answer to that you 
said the contractor would. 

Mr. Netson. My staff sees them eventually. We review these, 
and if they are not fully justified we, of course, take it up with the 
contractor. 

Mr. Boyer. I think I can answer that question by saying that if 
the contractor, in his judgment, felt it was necessary to pay a premium 
within his $10,000 range, in order to meet a time schedule set up, he 
would have that authority. 

Mr. Puruuies. And is he subject to post audit then as to that? 

Mr. Netson. Yes, he is. 

Mr. Puitures. Can you strike off that premium payment if you 
think it is unjustified? 

Mr. Gore. He just said, Mr. Phillips, that he had authority to 
go ahead and pay it. 

I think we may be getting into one reason why you have missed 
your estimate so much. I have heard lots of reports from both 
Savannah and Paducah that men and prices are running wild, that 
a lot of people are standing around with their hands in their pockets 
drawing overtime, and they are not even assigned to a specific job, 
and that there are a lot of equipment sellers who are very careful to 
get their material into warehouses before they price it to you. Maybe 
the Government is being held up here. 

I do not wish to make any charges, but this business of premium 
payments being made on structural steel, and then giving the con- 
tractor blanket authority to go ahead and make premium payments 
on contracts up to $10,000 if he thinks it is necessary should be looked 
into. He may think it is necessary to make a premium payment on 
cement, and it may be in a warehouse 10 miles away waiting for him. 
Somebody may have known he was going to need it. This business 
needs looking into. 

Mr. Yates. How much in premium payments is wrapped up in 
this estimate? 

Mr. Boyer. Do you have the answer to that, Mr. Cook? 

Mr. Tuomas. You are confining that question to material, or do 
you want it for premium payments for labor and material? 

Mr. Yates. For the whole construction job. 
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Mr. Tuomas. You better break it down into two parts, material 
and overtime payments. ; 
Mr. Yates. Yes. 


PREMIUM PAYMENTS FOR LABOR 


Mr. Coox. The premium time for labor, which is based upon an esti- 
mate of the number of man-hours that the total job will be, on a 54- 
hour workweek, amounts to approximately $70,000,000. 

Mr. Tuomas. That is over and above the 40-hour week? 

Mr. Cook. Yes, sir. 

Mr. Tuomas. How much is included in that for double time on 
Sundays? 

Mr. Coox. On our work we generally do not work on Sundays. 
This is based on a 54-hour workweek, six 9-hour days. There are oc- 
casions on certain phases of the work when they might have to work 
on Sunday, but it would be a very small percentage of this total. 

Mr. Tuomas. Give Mr. Yates the premiums on your materials. 

Mr. Coox. The premium on materials is not broken out as such. I 
only have the premium time on labor broken out. 

Mr. Yares. Was that one of the factors that went into your esti- 
mate? 

Mr. Coox. Premium time on labor? 

Mr. Yates. No, premium payments on materials. Did that go 
into your estimates at all? 

Mr. Coox. That is right, there is a certain amount, and the portion 
that Mr. Gore read was primarily, I believe, on the chemical-processing 
plant at Dana. 

Mr. Tuomas. Would you hazard an estimate of what premium 
payments for material have been paid, and what you estimate they 
will be in the future? 

Mr. Coox. We do not have that broken out, sir; we can obtain that 
for vou. 

Mr. Gor. Mr. Chairman, I could go on all afternoon long, but I 
do not feel justified in doing so. I am going to let the other members 
inquire. 


SUMMARY OF ESTIMATES OF COST FOR SAVANNAH PROJECT 


Mr. Tuomas. I only have a few questions here. We got out the 
record of the hearings which were held in December of last vear. I 
believe this is about the third estimate that the Commission has been 
here for on this plant. What was the first amount of money that the 
Commission requested? 

Mr. Cook. The first amount of money that the Commission re- 
quested in the first supplemental for land acquisition? 

Mr. Tuomas. No, I meant for the total project. 

Mr. Cook. In the first supplemental—— 

Mr. Tuomas. $247,854,000; in the second it was $392,000,000 plus 
savings which makes a total of $668,100,000, and. now you want 
$484 ,000,000 plus. 

Mr. Cook. That is right. 

Mr. Tuomas. You state in your justification that even with this 
figure, making a total of $1 billion and almost $200 million that your 
plans are only 10 percent complete. Is that correct? 
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Mr. Cook. At the time this estimate was prepared the plans were 
approximately, on an average, 10 percent complete. 

Mr. THomas. How much more are you going to be in here wanting 
over and above this $1,200,000,000 before you wind up this job at 
Savannah? 

Mr. Boyer. If I may answer that, Mr. Thomas, that cannot be 
determined yet. That is the order of magnitude of the estimate 
based upon the scope we have established for the project. If we 
make a precise estimate—— 

Mr. Txomas (interposing). If you only have your plans 10 percent 
complete, Mr. Boyer, you cannot give us anything else. There is 
no telling what it w ill cost. 

Mr. Borer. That is correct. 

Mr. Tuomas. There is no telling what it is going to cost the way 
you are going in paying premiums on materials and crossing every 
me and dotting every “i” when everything you touch, even the best, 
is not appare ntly ok good enough for you. I was over in the 
Bethlehem Steel plant about 2 or 3 weeks ago, or, rather, I passed 
by one day, and I saw 15, 20, or 30 locomotive engines there. Do 
they have one of these elaborate signal towers like you are building? 
Anyway, you have not overlooked any detail. Can you give us 
anything like a reasonable guess as to how much more you are going 
to have to have for this project at the rate vou are spending now? 

Mr. Boyer. This estimate as presented here does not have any 
money in it for the escalation of labor or materials. If that should 
take place, then I would think we would possibly have to come back 
for more money. 

Mr. Tuomas. Oh, the $70,000,000 labor premium payment is not 
included in here? 

Mr. Boyer. Yes, but that is not the escalation. Escalation means 
if wages go up. 


BREAKDOWN OF ESTIMATED COSTS OF SAVANNAH PROJECT 


Mr. THomas. How is the breakdown between material and labor 
running on this project? 

Mr. Cook. Labor, $330.5 million, or 28 percent of the total. The 
materials are $468.2 million, or 40 percent of the total. Other costs 
are 32 percent of the total, or $381.1 million. 

Mr. Tuomas. What are the other costs? 

Mr. Coox. Engineering design, $50.1 million, premium time, $70.4 
million, and construction facilities—— 

Mr. THomas. You mean that engineering design is 32 percent or is 
4 points above your labor costs? 

Mr. Cook. No, sir; the labor costs are $330.5 million. 

Mr. Tuomas. I thought you said the labor costs were 28 percent. 

Mr. Cook. Yes; the labor costs are 28 percent or $330.5 million. 
The engineer-designing costs are estimated to be $50.1 million. 

Mr. Tuomas. I thought you said 32 percent. What percentage 
of the total is the engineer designing? 

Mr. Cook. It is less than 5 percent of the total estimated cost. 
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LAND-ACQUISITION COSTS 


Mr. Tuomas. I notice here we were talking with Chairman Dean 
on page 183 of the hearings on the second supplemental appropriation 
bill for 1951, which were held on December 6, 1950, and we asked 
Chairman Dean with reference to the acquisition of land: 

How much will you spend for land? 

Mr. Dean. We have not condemned the land as yet. It is a very large tract 
of land. It is approximately 250,000 acres. 

Mr. Tuomas. What is the average cost per acre? 

Mr. Dean. The estimates and studies of our survey teams brought it to some- 
thing like $40 an acre. 

Mr. Tuomas. How much will that be for land before you get through? 

Mr. Dean. About $10,000,000. 

Now, you want $17,800,000. You missed the cost just a cool 80 
percent in your second estimate, and you had survey teams down there. 

Mr. Cook. The estimated cost per acre runs around $55 per acre 
at the present time. 

Mr. Tuomas. Could not your survey teams back in December have 
found that out? 

Mr. Cook. You cannot determine accurately what the final average 
cost per acre is going to be prior to start of acquisition for such a 
large tract of land. 

Mr. Tuomas. Do you mean the Commission cannot? Other people 
can. Private industry figures it out pretty well before they buy it. 

Mr. Coox. You can arrive at a fairly accurate estimate prior to 
acquisition of land as to what it is going to cost for small tracts of land. 

Mr. Tuomas. Who made this estimate; did you make it? 

Mr. Cook. The original estimate on the land? 

Mr. Tuomas. Yes. Are you an old land buyer? 

Mr. Cook. No, sir. 


BACKGROUND OF DIRECTOR, DIVISION OF PRODUCTION (RICHARD 
W. COOK) 


Mr. THomas. What has been your experience in privateindustry 
before you went with the Commission? 

Mr. Cook. I worked for 5 years in the buildings and grounds 
engineering department, working my way through school and gradu- 
ated as a civil engineer. 

From 1933 until 1940, I worked with private contractors on con- 
struction. 

In 1940, I was ordered into active duty with the Army and served 
as constructing quartermaster and area engineer on construction 
jobs for the Quartermaster Corps and the Corps of Engineers. 

In 1942 and 1943, I served as executive officer of the Washington 
Engineering District for the construction program handled under 
that office. 

In 1944, I was transferred to the Manhattan District and served 
in the Manhattan District on the gaseous-diffusion plant as plant 
operations officer. 

I have served in the Manhattan District and the Atomic Energy 
Commission since that time. 

I left out one period. From the time I graduated until the time 
I went into the Army, I worked part of the time with construction 
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contractors, and the balance of the time, approximately 4 years, with 
a firm of architect engineers out of Chicago. 


Mr. THomas. You have had a lot of experience in the engineering 
field, then. 


Mr. Cook. Yes. 

Mr. Tuomas. What year did you say you graduated from school? 
Mr. Cook. 1933. 

Mr. Tuomas. What school did you graduate from? 

Mr. Coox. Michigan State. 

Mr. Tuomas. It is a good school. 


ACCURACY OF COST ESTIMATES 


Reading further, I asked Mr. Dean: 

What do you think that activity will cost by the time you get it set up and in 
operating condition? 

Mr. Dean. I would say in the neighborhood of $600,000,000. 


Then I asked: 

Do you think you will be able to hold it down to $600,000,000? 
Mr. Yarrs. What did he say? 

Mr. Tuomas. Mr. Dean said, 

We hope so. 

He said, 


I would hate to be frozen to that— 


I hope you would not too, because you have already doubled it— 


because you must appreciate that the estimates we are making today are on the 
cost of production units that have never been built before. They are estimates 
which are based on comparable cost of other facilities. 

You have really missed some guesses here. Mr. Gore, do you see 
any objection to putting the table on page 12 in the record? 

Mr. Gore. I would rather have the Chairman of the Commission 
decide on that. 

Mr. Tuomas. There is nothing in the world secret about it. 

Mr. Gore. It is marked “secret.” 

Mr. Boyer. I think the amount of money going into the produc- 
tion of reactor facilities and the chemical-processing-plant facilities 
might be of some help to an enemy in trying to approximate the order 
of magnitude and scale of our operations. 

Mr. Tuomas. We will just pass it by and say here is one facility 
for which the estimate was $45,000, 000, but your revised estimate 
today is $72,000,000. Do you think that will be a firm estimate now? 

Mr. Boyer. That is pretty firm because that plant is well along 
toward completion. 


LAND ACQUISITION 


Mr. Tuomas. Now, on your land acquisition costs, you started out 
with $10,000,000 and now you have it up to $17,850,000. Do you 
think that is going to be firm now? 

Mr. Coox. Based on our experience to date, it represents a realistic 
figure. 


Mr. Tomas. Are you through down there with your land acqui- 
sition? 








in 


a 


> we 


27 


Mr. Cook. No, sir; only part through. 

Mr. Tuomas. Have you tried condemnation? 

Mr. Cook. Yes, sir; in a few cases it has been necessary when 
there has been a disagreement on price. 

Mr. Tuomas. You say the Corps of Engineers is actually doing the 
work of acquiring the land. Does the Cor ps of i*ngineers consult 
with you and ask you what price they should pay for the land and ask 
you for a bill of particulars, or did you just say, ‘“Gentlemen, here is 
the job, and here is a blank check; get the land’? Which procedure 
did you follow? 

Mr. Boyer. What we do is instruct them to acquire the land on the 
basis of the fair price in the area; and, when they cannot do that, then 
we instruct them to go through the condemnation route, but that has 
to be based upon what is the value in the area. 

Mr. Cook. That is right. There is a total of 1,500 tracts. Out of 
that there have been 748 appraisals; there have been 549 pieces 
accepted; there have been 357 payments classed as completed, and 
there have been 74 tracts taken under condemnation. 

Mr. Tuomas. In order to protect yourselves, did you give any 
consideration to going into the community and saying, ‘‘Gentlemen, 
we want to do what is right and fair by everybody, but we folks are 
total foreigners here; we do not live in your community, and we do not 
know what is the right and fair thing todo. All we want to do is what 
is right and fair, and take your word or let your local Federal court 
decide it’’? 

Mr. Cook. In the case of disagreement over the appraisal of the 
representative of the real-estate owner, then the local court does 
decide what is the fair value, and there have been 74 of those cases 
submitted. 

Mr. Tuomas. How did you come out when you pursued condemna- 
tion as against the price you paid by agreement? 

Mr. Coox. Generally the price is very close to the appraisal, but 
in most instances it is a little bit above. 

Mr. Yates. How does it compare with respect to the price you 
paid without condemnation? 

Mr. NeEtson. $10 more in the last casé we had. 

Mr. Yates. $10 more per acre? 

Mr. Netson. When tried in the court. 


INCREASES IN ESTIMATED COST OF PROJECTS 


Mr. Tuomas. Here is a project on which your original estimate 
was $40,000,000, and now you have an estimate of $125,648,000. 
Why the overrun there of about 305 to 310 percent? 

Mr. Cook. The original estimate was based on a plant similer to 
the Dana plant, one of less capacity. The present plant is of bigher 
capacity. It has more flexibility and it is built for permanance, for 
continuous use, whereas the Dana plant wes not built on that. basis. 

Mr. Tuomas. With a continuation of the steam, power, and water 
facilities, all of which were substantially in existence? 

Mr. Coox. At the Dana plant the steam and water-distribution 
system was available for process use. At the Savannah River plant 
the steam and the water-distribution system has to be constructed 
separately. In addition, we are able to procure electricity for the 
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plant at Dana from the public-service company, and in this instance 
it will have to be generated on the site. 

Mr. Tuomas. Here is another project on which your original esti- 
mate was $428,000,000 and now you have it up to $601,840,000. 
Why was that missed? That could not have been due to the increase 
in material and labor costs, could it? 

Mr. Coox. Well, the original estimate of $428,000,000 did not 
include certain reactor components, and this estimate does include 
these items for the reactors, and that amount is $63,000,000. 

Mr. Tuomas. Well, now, here is another project. Your original 
estimate was $113,000,060, and now vou have it up to $178,977,000. 
How did you miss that so badly? 

Mr. Coox. At the time this estimate was prepared, research and 
development was being conducted for the process to be selected. 
Since the estimate has been prepared the processes have been selected, 
and this represents a more realistic estimate based on the more recent 
information we have. 

Mr. Tuomas. On still another project your original estimate was 
$30,000,000, and now it is $57,453,000. 

Mr. Coox. That is a figure we were discussing recently. The major 
reason for that is that the scope has been more clearly defined. The 
technical processes and development facilities are included in this 
area; the central shops and warehouses for the whole operation are 
included. 

Mr. Tuomas. What type of construction do you have for the cen- 
tral shops and warehouses? 

Mr. Coox. That is class 3. That is standard type of construction. 


GENERAL SITE DEVELOPMENT 


Mr. Tuomas. Here is the project about which Mr. Gore has gone 
into in great detail. You gave no estimate back in December for 
that. Now it is $112,950,000. Certainly there is nothing secret in 
that. That is general site development. 

How many buildings do vou have in this entire compound? Back 
under “Site development’’ you say— 

Considerable erosion protection will be required since those streams will be trans- 
formed into small rivers. 

How much are vou spending for erosion work under that project 
1020, “General site development’’? 

Mr. Coox. That is not broken out in this breakdown. It is 
included in roads, bridges, culverts, and dredging. 

Mr. Thomas. Do you know how much you are spending for that 
purpose? 

Mr. Wrutiams. I have here the number of operating buildings at 
both the Savannah and the Dana site as 63; utility buildings, 79; and 
service buildings as 117. 

Mr. Tuomas. Give us a run-down of those buildings. 

Mr. Wiuuiams. | do not have the list; I just have the total. Maybe 
Mr. Nelson has that. 

Mr. Tuomas. Mr. Nelson, have you a list of the utility 
buildings, 79? 

Mr. Wituiams. Those would be various structures—guard struc- 
tures, job houses, and every type of building. 

? 
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Mr. THomas. What do those 79 buildings cost? They are not 
buildings that are directly connected with the manufacturing; in 
other words, the manufacturing is done in buildings outside of these 79? 

Mr. WiuuraMs. That is done in the 63. 

Mr. Cook. The operating buildings total 63; the utility buildings 
are buildings in the manufacturing area supporting the primary 
operating buildings. 

Mr. Tuomas. You have 79 of those utility buildings. What is the 
total cost of those 79 utility buildings? 

Mr. Cook. We have it broken down by each area, but it would take 
some time to go through and draw it out at this time. I can give it to 
you at a later date. 

Mr. Tuomas. Will you insert the cost figure for those 63 operating 
buildings at this point in the record and the cost of your 79 utility 
buildings, or whatever name you call them, at this point in the record? 

Mr. Cook. Yes, sir. 

(The information is as follows:) 


Estimated cost and number of operating, utility, and service buildings for the Savannah 
River project (including Dana site) 





| Estimated 
POE at lw ol value 

Type of building | Number | including 
| equipment 


} 
| 
| 
} 
Operating and processing buildings_---......--- eee eisai Ma ----| 63 | $684, 519, 000 


Utility buildings 79 | — 123,836, 000 
Service buildings. ---- 59, 685, 000 


‘1 ne | 250 | 868, 040, 000 





NUMBER AND DUTIES OF ATOMIC ENERGY PERSONNEL IN SAVANNAH 
RIVER OPERATIONS OFFICE 


Mr. Tuomas. Getting back to Mr. Nelson, what size staff do you 
have down at your plant directly working for the Atomic Energy 
Commission? Did I understand you to say 235? 

Mr. Netson. Yes, sir; in the over-all program. 

Mr. Tuomas. Just what supervision do you and your staff have 
over (1) the prime contractor; (2) the subcontractors; and (3) your 
architects-engineers with reference to plans, designs, laying out of 
the buildings and the grounds as well as the construction of the 
buildings themselves? 

Mr. Netson. I have what we call a technical division in which I 
have about 12 chemical engineers and other types of engineers who 
follow the development work that we are doing and the conceptional 
design—that is, the design prior to the actual drawing up of any 
plans—from day to day with the contractor’s people. They have 
a review meeting every week. 

Mr. Tuomas. Are those gentlemen architects and engineers, con- 
struction people, or what are they? 

Mr. Netson. Those gentlemen are process engineers, largely. 

Mr. Tuomas. What kind of process engineers? 

Mr. Nextson. Chemical engineers, physicists, mechanical and 
electrical engineers. 
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Mr. THomas. Do you have any old-time construction people down 
there who have been i in the business for 25 or 30 years? 

Mr. Nexson. Yes, sir. We have those on the construction side. 
But the people I am speaking of now are working with du Pont in 
establishing process and operating requirements and design criteria. 
They review this data from week to week. We are currently advised 
as progress develops, and the next step is my engineering branch, 
where we have 15 civil, mechanical, and electrical engineers, reviews in 
the same manner with du Pont’s design engineers the work from day 
to day. 

Mr. Tuomas. I am no engineer or architect, but I know a good many 
engineers and architects. With about 200 buildings, and I presume 
you have not 10 percent of them constructed; have you? 

Mr. Netson. No, sir. 


CONSTRUCTION ECONOMIES TO BE ACHIEVED 


Mr. Tuomas. You can go in there and review those plans and 
specifications and cut them down anywhere from 15 to 25 percent. 
You can take this off, take that off, and when you get through you 
can come up with a utilitarian building that is gomg to serve your 
purpose and do just as good a job as the ones you have planned here 
now. I imagine you have not overlookéd any details. There is an 
admonition in the independent offices appropriation bill for 1952, and 
it is no more than an admonition, but I understand the Commission 
kicked like a bay horse at it, which says your plans are to be of a 
utilitarian nature. It says: 

No part of the foregoing appropriation shall be used for any new construction 
project until after the Commission shall have notified all architects and engineers 
involved that plans for such projects shall be purely utilitarian and without 
unnecessary refinements. 

Gentlemen, you certainly can take those 259 structures there and 
cut down this construction cost from 10 percent to 20 percent. I have 
heard enough of the details of construction between Mr. Gore and 
you gentlemen to know that is very obvious. 

Now let us get busy right here, and see how much we can reduce 
these estimates. If you cannot reduce them, we are going to reduce 
them for you. 

Mr. Netson. This action has been taken—— 

Mr. THomas (continuing). Because you have far too much frills 
and fads in there, talking about loc omotives, signal towers, and fixing 
up the land down there against erosion. Of course, that is all very 
necessary if we are figuring on going in business for the next 100 years, 
but I do not know that the taxpayers can last that long the way these 
estimates are going up and up. 

Give us some detailed examples of where you folks have gone in 
there and in the good old ordinary fasion had a knock-down, drag-out 
fight to make an “effort toward reduci ‘ing the plans and specifications, 
knocking this off, reducing a contractor’s estimate here, and lowering 
it there. You know lawyers and investigators have to work together 
sort of like architects, engineers, and contractors. I have seen them 
get in a room and argue and fight for 2 or 3 hours, but when they get 
through they usually come out with something that is going to help 
win the case. 
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How do you handle your engineers and architects and contractors 
and subcontractors? 


ROLE OF CONTRACTOR IN ACHIEVING ECONOMIES 


Mr. Neuson. We follow this work with du Pont’s engineering de- 
partment from day to day, as I say, with my 15-odd engineers, who 
review the design. If we find something 

Mr. Tuomas. You do not think for a minute if du Pont was spending 
its own money it would miss its guess by 100 or 150 percent on this 
construction cost? If they did, there would not be a single architect 
and engineer working for du Pont tomorrow. They would be out on 
the streets looking for jobs. 

Mr. Cook. This is the first time we have been in a position and 
the first time du Pont has been in a position to make a realistic esti- 
mate. The first two estimates were prepared on incomplete prelim- 
inary information by the Commission prior to site selection and prior 
to the submission of this estimate by du Pont. The site selection was 
made on November 28, 1950, right of entry was obtained on January 
25, 1951; and the first construction on the site, temporary construction 
facilities, was started January 31, 1951. 

Mr. Tuomas. Of course, the construction was not originated and 
planned to fit the site. You have about 250,000 acres there. So that 
did not prevent du Pont during those irtervening months from August 
last year up until January of this year from doing some figuring. And 
had they been figuring to spend their own money, they would have 
done a whole Jot of figuring. You can bet your bottom dollar on that. 

Mr. Cook. But before you can make the original estimate, you 
have to have the scope defined; you have to have the requirements 
known; vou have to have the site lay-out made and have to have the 
basic information on the various facilities, even though they are only 
10 percent complete on the over-all design. 





NUMBER OF ARCHITECTS AND ENGINEERS ENGAGED 


Mr. Toomas. How many architects and engineers does Mr. 
du Pont have down there? 

Mr. Netson. They have about 400 to 500 architects ard engineers 
in Wilmington where the design is handled. Much of this is subcon- 
tracted to others. 

Mr. THomas. Do they have 400 or 500, or between 400 and 500? 

Mr. Newson. It varies from day to day. I should guess it is about 
500 now. 

Mr. Tuomas. That is in du Pont’s office at Wilmington? 

Mr. Neuson. That is right. 

Mr. Tuomas. How many architects and engineers do they have on 
the site? 

Mr. Netson. Of course, they are construction people at the site— 
construction engineers. I should guess at the moment——— 

Mr. Tuomas. Of course, the Commission is paying the salaries and 
expenses of the 500 architects and engineers for du Pont. 

Mr. Netson. They are short of people at the present time to keep 
up with the design, as a matter of fact. 
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Mr. Boyrr. The figure he gave you does not include all of the sub- 
contractors’ architects and engineers that are working at du Pont’s. 

Mr. THomas. You mean there are more than 500? 

Mr. Boyer. Yes. I recall the du Pont people answered a similar 
question to that that I asked them about 2 months ago. At that 
time the figure they srg I believe, was between 1,200 and 1,300 
architect-engineers. When you are designing a project that costs a 
billion dollars, it calls for a great deal of engineering and design work. 

Mr. THomas. You mean at present it is one billion two. 

Mr. Boyer. All right. I stand corrected. 

Mr. Coox. The figure Mr. Nelson gave covers du Pont’s engineer- 
ing group alone. They in turn have subcontracted portions of the 
work to other architect-engineers and specialized engineering firms, 
and the total figure Mr. Boyer gave you covers all of those firms. 

Mr. Tuomas. What fee do you allow du Pont, Mr. Nelson, or allow 
to du Pont’s subcontractors? How do you arrive at the fee? 

Mr. Netson. We have regular fee policies or fee curves which we 
always follow throughout the Commission, which give the maximum 
fee. It may be less, but it cannot be more. This is pretty well 
established and set. 

Mr. THomas. Would you mind letting us take a peep at it and see 
what it looks like? 

Mr. Coox. The Commission has a fee manual that covers fees paid 
to architect-engineers of construction contractors. The fees are based 
upon and vary with the size of the job, the magnitude and complexity 
of the job; so that for a given job—— 

Mr. Tuomas. So the bigger the job and the more complex it is, 
the bigger the fee? 

Mr. Cook. The bigger the job, the smaller the fee is. That is the 
way the fee actually works percentagewise. In other words, for the 
smaller jobs the fee in percent of the total is greater than it is for the 
larger jobs. 

REVIEW MADE OF ENGINEER PLANS 


Mr. Tuomas. What restraint does the Atomic Energy Commission 
or its employees have over those architect-engineers that are drawing 
those plans and specifications? What is done by the Commission to 
supervise their work and say ‘‘Cut this out. Maybe we can save a 
little here and save a little there by reducing this and reducing that’’? 

Mr. Netson. We do that, and the plans are not used until we sign 
and approve them—the basic plans. 

Mr. TsHomas. How many plans and specifications of the architects- 
engineers have you reduced or turned down? Do you have samples of 
some you turned down? 

Mr. Nexson. I do not have any samples. We turn down on an 
average, I should guess—we get half a dozen basic plans per day; we 
always have additional questions and in some cases turn down some 
one of those almost every day. It may not be a turn-down; it may be 
a request for additional justification or mformation. 

Mr. Tomas. Mr. Boyer, how much do vou think you can save on 
those 259 buildings you are going to construct by going in there and 
reviewing those plans, cutting this out, cutting that out, without 
hurting the efficiency of the operation one bit? I know it can be 
done, and you do, too. 
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Mr. Boyer. I would like to emphasize the fact Mr. Nelson stated: 





that we are doing just that. We are scrutinizing 

Mr. THomas. But we have not gotten any results. The more you 
scrutinize, the more our deficit goes up. 

Mr. Boyer. I would like to make it clear that this estimate is still 
an order-of-magnitude estimate. If you want a precise engineering 
estimate, you would delay a program such as this probably from 
18 to 24 months. So that we are faced with driving as fast as we can. 
That means the construction work, the design work, and procurement 
have to be telescoped so that you do not have the finished engineering 
designs on which to base your estimate. Therefore, these are order- 
of-magnitude estimates today. We are going to exert our best 
effort to make these structures economical without unnecessary 
refinements. 


URGENT NATURE OF ATOMIC ENERGY DEVELOPMENT 


Mr. Tuomas. Who is putting all that pressure on you now to go 
out and pay all of these premiums for steel and metal? What is the 
urgency? Who is putting the heat on, so to speak, that you have to 
go out and pay premium prices for steel and metal? I guess you are. 
doing it for concrete and cement, too, besides steel. 

Mr. Netson. No. 

Mr. Coox. The concrete for the Savannah River project is pur- 
chased under a unit price contract resulting from competitive bidding. 

Mr. Tuomas. Which industry of the country is competing in the 
cement industry? 

Mr. Coox. The ready-mixed concrete industry. The successful 
low bidder for furnishing ready-mixed concrete in turn procures the 
cement and coarse and fine aggregate to make concrete. We do not 
buy the cement on that project. 

Mr. Nextson. Those bids varied from, say, $10 to $18 per yard of, 
concrete. 

Mr. Tomas. How do you get those bids—by public advertising, 
negotiated bid, or what? 

Mr. Newson. We send out invitations to bid to the companies 
which are competent to handle the job. 

Mr. THomas. Who does that—the prime contractor or the 
Commission? 

Mr. Newson. The prime contractor does it with our cognizance. 

Mr. Coox. And the award is approved by the Commission after’ 
review of the tabulation of bids, analysis, and recommendation. 

Mr. Boyer. Mr. Thomas, you asked a question that I do not 
think I answered; that is, who is putting the pressure on us to get 
this project completed. i would say the Commission and the 
Congress. I must be out of date if I am not aware that there is 
tremendous pressure for us to build up our atomic resources, certainly 
within the approved program, as rapidly as we can. And we are 
exerting every effort to complete this program just as early as we can. 

Mr. Tuomas. I think vou are right to the extent that the country 
is certainly willing to make the expenditure to do everything within 
reason so far as the production of atomic weapons is concerned. 
My point is going out and paving premiums for this and paying 
premiums for that, this, and the other. Letting your costs go sky- 
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rocketing is a different proposition. As a matter of fact, too much 
haste is the best breeder of waste that I know of. 

Mr. Coox. We do not go out and pay premiums indiscriminately ; 
we only pay premiums in isolated instances, so that by the payment of 
that, premium the total job will not suffer, which, in the long run, is 
an economy. 


ESTIMATES FOR PREMIUM PAYMENTS 


Mr. Tuomas. Can you compile the total figure and with some 
reasonable breakdown as to the amount of premium dollars you have 
paid for material costs so far in your operations? How much have 
you contracted for? Have you contracted for the whole $695 million 
you now have on this project? 

Mr. Cook. Oh, no, sir. It is a small percentage of the total. We 
will try to break it out for you. 

(The information is as follows:) 


The amounts provided in the estimated cost of the Savannah River construc- 
tion project for so-called ‘“‘premium’’ payments have reference to the following: 

i. Labor.—These ‘‘premium”’ payments are included in the estimate to cover 
overtime payments to the labor forces during the life of the ‘construction project 
where work in excess of an 8-hour day or 40 hours per week is required. At the 
present time all crafts are working on a 45-hour week. It is anticipated that in 
the near future the workweek will be extended to 54 hours. The present 45-hour 
workweek consists of five 9-hour days. The 54-hour workweek will consist of six 
9-hour days. The amount included in the current estimate for such overtime 
payments amounts to $70,400,000 based on the total estimated cost for direct 
field labor of $330.5 million for a standard workweek. Through August 1951, 
$4,365,902 premium payments have been made for labor. 

2. Materials —“Premium payments”’ in connection with materials costs refers to 
amounts paid to manufacturers of materials and equipment in cases where it is 
necessary for such manufacturers to work overtime hours to complete and deliver 
materials to meet tight construction schedules. It also covers procurement from 
warehouse stocks, rather than from manufacturers or mills, to obtain required 
deliveries. Before applying to NPA for a directive for material or equipment 
from a manufacturer, all other practical means of securing the required deliveries 
must have been exhausted. 

Warehouse stocks referred to are those held by firms which procure various 
sizes of pipe fittings, structural steel, etc., for resale to construction contractors 
or manufacturers who ordinarily procure in smaller lots. Sinee the cost of pro- 
curement from wholesalers is slightly higher than direct procurement from manu- 
facturers or mills, the difference in the price paid for those materiais procured 
from these wholesale distributors is referred to as “premium.” 

Total orders placed for materials and equipment on the Savannah River project 
up to September 13, 1951, amounted to $182,032,096. ‘‘Premiums”’ authorized 
against this total procurement amounted to $372,370, of which $333,291 has been 
paid to date. It is estimated that the total of such “premium payments” on the 
purchase of materials and equipment for the entire project will amount to approxi- 
mately $700,000 as compared to a total estimated cost of equipment and material 
of $468,261,960. 


SCHEDULED OBLIGATION OF FUNDS 


Mr. Tuomas. I asked had you contracted or allocated the entire 

$668 million that is presently available for this project, or committed 
it. 
Mr. Coox. I can give you the scheduled obligations. At the 
present time, by the end of September, our total expenditures and 
commitments will exceed $310 million; by April our total expenditures 
and commitments will be $699 million or a little bit greater. 

Mr. Tuomas. I believe you state in your justifications it is antici- 
pated that the presently appropriated funds will be fully committed 
by the contractor by the early spring of 1952. I presume that is the 
April date you gave. 





4 











35 


Mr. Coox. That is right. Our present experience is running about 
20 percent higher than the two figures I quoted you. 

Mr. Tuomas. What is going to happen to your Paducah project in 
the way of cost? 

Mr. Coox. At the present time we have no reason to believe it 
will be any higher than the present estimate. However, that estimate 
was not based on increases in labor and materials, and the experience 
since 1942 has been that the construction cost indexes have increased 
a little better than 11 percent per year. We will try to complete the 
job within the estimate, but we have no control over increases in 
material and labor costs-——— 

Mr. Tuomas. Mr. Boyer, you have a price ceiling, and I think if 
you pursue that issue long enough and hard enough, you certainly 
can limit the vast majority of your premium payments for materials. 

Mr. Coox. | think the impression has been gained that we spend 
a lot of money in premium payments. The major portion of the 
money spent in premium payments is for working more than 8 hours 
a day or 40 hours per week. It is primarily all m labor. The pre- 
mium payments on material as a whole are very small. 

Mr. THomas. You gave us a figure of $70 million you have spent 
so far in premium payments for labor. 

Mr. Coox. No. That is the total it is estimated it will cost us for 
the whole job. 

Mr. Tomas. Do you have any estimate for premium payments 
on material? 

Mr. Cook. We do not have that. 

Mr. Tuomas. Your materials are costing you about 40 percent of 
the total, and the labor bill is costing you only 28 percent. Would it 
be a fair assumption on that basis to say you are going to pay over 
$100 million in premium payments for material? 

Mr. Cook. No, sir. The premium payments on material will be 
a small percentage. 

Mr. Tuomas. Mr. Boyer, do you not think you can get a staff of 
engineers and architects and go over these plans and cut down some 
of those refinements and some of those gadgets that may be highly 
desirable if you were going to be in business for the next 50 or 60 years, 
but under present conditions you could reduce not only the scope and 
magnitude but cut out some frills and fads that are in there. 

Mr. Boyer. As I say, we are making a very real attempt to do 
that with the people we have available. 

Mr. Txomas. I am talking of the estimates you have here before 
you. 

Mr. Boyer. You mean can we reduce this estimate? 

Mr. Tuomas. Yes. Cannot you reduce this estimate 10, 15, or 
20 percent by a reduction in your plans and specifications? 

Mr. Boyer. I do not think we can reduce them 15 or 20 percent 
below what are given here. We are going to make this as low cost 
a job, and still do the job that is expected of the plant, as we can. 
Now, irrespective of whether you appropriate more money than 
that or not—— 

Mr. Tuomas. Well, every estimate we have gotten so far has been 
anywhere from 75 to 125 to 200 percent higher than the estimate 
you figured in December 1950. 
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Mr. Boyer. I think it was made clear then, as the chairman (Mr. 
Dean) said, that we hoped not to be held to those figures. 

(Discussion off the record.) 

Mr. Boyer. This is the first time we have what we might call an 
estimate. It is an order of magnitude estimate. If you change the 
scope of this and decrease the size of the plant, then you can reduce 
the cost, or if you change the scope and enlarge it, you will increase 
the cost. We, as I say, are making our best effort to get unnecessary 
refinements out of these structures you are talking about. We have 
taken seriously the admonitions you gave us before. 

I would just like to add again that the limitations put on us per- 
sonnelwise are hurting us today in carrying out this job. Mr. Nelson 
would like to have more people at Savannah. 


COMMENTS ON REPRESENTATIVE WHEELER’S INSPECTION OF SAVANNAH 
PROJECT 


Mr. Tuomas. That reminds me. Did you see that article written 
on an interview given by Congressman Wheeler, of Georgia? 

Mr. Boyer. I heard about it. 

Mr. Tuomas. That he went down on the job and a large percentage 
of the people on the job were not working. I presume that is no fault 
of the people on the job. If the work was not there to be done, if it 
was not properly planned and supervised, why, they could not put in 
their time usefully during working hours. But that is no fault of 
theirs. He was down there, and he said half of them were sitting 
around doing nothing. 

Mr. Boyer. I gather from what the article said he did not go inside 
the project, and he more or less looked through the fence. I think 
the facts, of course, show there is work being done. 

Mr. Tuomas. Of course, a man can see through the fence whether 
men are working or not; can he not? 

Mr. Boyer. He cannot see over 200,000 acres. 

Mr. Coox. Mr. Wheeler only saw a small portion of the job. He 
did not see that portion of the job in the main manufacturing areas. 

Mr. Tuomas. Were you there? 

Mr. Cook. I know what he saw. 

Mr. Tuomas. I say were you there? 

Mr. Cook. I was not there when he was there. 

Mr. Tuomas. Then you certainly do not know what he saw; do you? 

Mr. Coox. Mr. Nelson was there, and he can repeat the same words 
to vou. 

Mr. Tuomas. Did Mr. Wheeler call upon you, Mr. Nelson? 

Mr. Netson. Mr. Wheeler came to the du Pont office, the head 
office, and to some of the duPont personnel he said he had been out 
driving around. He was asked whether he wished to see the manager, 
and he did not. 

Mr. Tuomas. I do not know whether it is very commendable of 

you gentlemen down there to back up what is going on, when every- 
body who goes down there comes up uniformly with the same report, 
and that report is very, very ugly, that it is very wasteful; people are 
sitting around doing nothing. It is not the fault of the employee that 
he is not out doing work if he does not have the necessary supervision 
and leadership to tell him what to do. You cannot blame him. 
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Mr. Netson, I see that job almost daily, and in my experience I 
have not seen a job of such magnitude as this one is that was better 
supervised or better planned than this job. I cannot understand 
these reports. 

Mr. Tuomas. Well, there certainly is a sharp disagreement there 
between you and some other people. 

Mr. Netson. I would be happy to have any competent engineer 
come down and give him his freedom; I would be glad to take him 
through and show him everything in order that he could make an 
appraisal. In fact, we have offered to take Mr. Wheeler through, but 
he did not want to be taken through. 

Mr. Tuomas. I have been, I suspect, through a whole lot more 
Government projects than you have been through, regardless of your 
good efforts with the Corps of Engineers, and all through World War 
Il. I went through hundreds of them and I have yet to see one that was 
right on the ball without 15 to 20 percent more waste than any private 
concern, if it were spending its own money, would have. And I think 
that is more or less axiomatic throughout the country. At least, if 
it is not true, you are not going to change John Q. Publie’s view on 
that. 

Mr. Netson. I would like to say that every day we take what is 
called a head count to see who is working and who is not working, who 
is engaged and who is not. 

Mr. THomas. What I am talking about is that you have 100 men 
on the job and perhaps 75 or 80, if they utilized their time, would do 
the job and do it better than the 100 would do it. That is the point 
John Q. Public is talking about. 

Mr. Boyer. I would like to make one point; that is that you have 
not in the Government a more loyal and conscientious group trying 
to do a job as best it can be done than you have here. 

Mr. ecm as. I think you are right about that. 

Mr. Netson. The point I would like to make is that this head 
count which does tell the number of people working at a given time as 
compared to du Pont’s private jobs compares favorably with their 
private work. I think this is one of the best jobs I have seen. 

Mr. Tuomas. Did the Commission make an error of 100 percent in 
its original estimate of cost of the project? 

Mr. Boyrr. This estimate now given by du Pont is approximately 
100 percent greater than the initial estimate made by the Commission. 
But, again, remember that was a projection to get this project started, 
made without the benefit even of knowing the site on which we were 
going to put it. 

Mr. Tuomas. You know, when you design a building of that type 
and magnitude, it does not make any difference whether it is on 
250,000 acres of land or 5,000. 

Mr. Gore. Or in Georgia or South Carolina. 
Mr. Tuomas. That is right. 


WORKING RELATIONSHIPS BETWEEN CONTRACTORS AND AEC 


Mr. Yates. I did not get the answer that the witness gave to the 
chairman’s question of what is the relationship between the Atomic 
Energy Commission, its prime contractor on the Savannah job, and 
the subcontractors. Who makes the estimates and lets the bid? 
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Mr. Cook. I think there are two separate questions you have asked. 
In this instance, for this budget presentation, the estimate was pre- 
pared by the prime contractor with the assistance of the subcon- 
tractors, reviewed by duPont, reviewed and checked by the Com- 
mission 

Mr. Yates. Let me interrupt just a moment. You say prepared 
by the prime contractor with the assistance of the subcontractors and 
reviewed by du Pont. Does that mean du Pont is your prime con- 
tractor? 

Mr. Coox. Thatis true. Thesubcontractors have prepared certain 
portions of the over-all estimate. This estimate is assembled, and the 
balance of it is prepared by du Pont. They review the total estimate 
and submit this estimate to the Commission. It is then reviewed by 
Mr. Nelson’s organization, and where there is any difference of 
opinion, the estimate is changed until it is mutually agreeable to both. 
The estimate is then submitted to the Commission in Washington 
where it again receives review. This budget is then prepared and 
submitted to the Bureau of the Budget. The Bureau of the Budget, 
in turn, reviews it before it is submitted by the President to Congress. 

Mr. Yates. When you speak of the prime contractor, other than 
duPont, whom do you mean? Who is the prime contractor on the 
job? ' 

Mr. Cook. The prime contractor for design engineering and con- 
struction as well as later operation is the du Pont Co. They, in turn, 
subcontract parts of the engineering to firms that specialize in par- 
ticular fields. They also, in turn, subcontract parts of the construc- 
tion to firms that are specialists in the various phasis of construction. 
But they are responsible for the over-all management and coordina- 
tion of the engineering and construction. 

Mr. Yarrs. Were these contracts let on a negotiated basis or on 
a bid basis? 

Mr. Cook. The prime contract with du Pont, as you know, was on 
a negotiated basis. They in turn negotiated contracts with specialist 
engineering firms for certain phases of the work in design and en- 
gineering. On the construction, portions of it are negotiated and 
portions of it are the result of competitive bids on unit prices or a 
lump-sum basis. The procurement is primarily let on a competitive- 
bid basis. 

Mr. Netson. I think almost without exception the construction 
bids are on a competitive basis. 





INVITATIONS TO BID 


Mr. Yarss. Are those invitations sent out by du Pont or by the 
Atomic Energy Commission? 

Mr. Cook. The invitations to bid are issued by the du Pont Co. 
The du Pont Co. then receives proposals, analyzes the proposals, and 
recommends to the Commission the firm submitting the lowest pro- 
posal in response to the requirements of the invitation to bid. 

Mr. Yates. Was your initial estimate on this job made in con- 
sultation with du Pont? 

Mr. Coox. The initial estimate was prepared prior to du Pont’s 
coming in on the project. 

Mr. Yates. And was not made in consultation with them? 
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Mr. Cook. That is right. 

Mr. Yates. How extensive are du Pont’s invitations to bid? Do 
they go to a few people, or do they go to many people? 

Mr. Coox. It all depends on the type of work involved. 

Mr. Yates. I can understand that for specialty work there may be 
a limited number of firms, but what about construction? 

Mr. Cook. They issue invitations to all firms who specialize in that 
type of work and who, by reason of past experience, are qualified to 
undertake it. 

Mr. Neuson. In some cases, there are over 100, while in some 
specialty work there perhaps would be only 15 or 20. 

Mr. Yates. Have you any idea as to what portion of the entire 
justification is represented by contracts under $10,000? 

Mr. Cook. You would have to break it down. Even though some 
of the subcontracts are a larger figure, they in turn procure and quite 
a bit of their procurement is under $10,000. We do not have that 
figure here at this time. We can prepare an estimate and submit it 
to you. 

Mr. Yates. The reason for my question, I think, is fairly obvious, 
inasmuch as du Pont is given carte blanche to do anything it wants 
with contracts under $10,000. 

Mr. Cook. They are not given carte blanche. We have a contract 
procurement policy, and they follow that policy in their procurement; 
and, whenever there is a contract of less than $10,000 which is not 
within the terms of the policy, they check with the manager of the 
operations office prior to making the award. 


NUMBER AND AMOUNT OF PREMIUM PAYMENTS ON CONTRACTS 
UNDER $10,000 


Mr. Yares. If 1 understood your previous testimony, insofar as 
premium payments are concerned, contracts under $10,000 regularly 
now provide for such a provision without prior consultation with 
the Atomic Energy Commission? 

Mr. Cook. Yes; to make such payment, to keep the job on a 
coordinated basis or on schedule. Most of the time they ask approval 
of the manager. 

Mr. Yates. The last sentence on page 13 of the secret justifications 
states that, referring to the scheduling of plants on the secret side, 
it is costly to make premium payments for material. 

In regard to your testimony as to the premium payments for over- 
time where work would be done for such purpose, have you any idea 
as to what the total amount of premium payments might be? 

Mr. Neuson. We can get those figures for the record, if you would 
like. 

Mr. Gore. Also show for the record anything that you include on 
premium payments that have been made on the Savannah project. 

Mr. Netson. Yes. 

Mr. Yates. Could you also furnish us a statement of the gross 
amount of the contracts under $10,000 that have been let? 

Mr. Coox. We can do that. 

Mr. Yares. The gross amount and the number of contracts? 

Mr. Cook. Yes. 


(The information requested follows:) 
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PurcHasE Orpers or $10,000 on Unpver Issvep aT THE SAVANNAH RIVER 


OrerRATIONS OrFice BY EITHER THE Prime ConrTRACTOR oR Cost-PLUS- 
Fixep-F re SUBCONTRACTORS 


Through September 13, 1951, purchases made under $10,000 number 15,798, 
for a total dollar value of $15,395,048. These amounts do not include procure- 


ments made by lump-sum or unit-price subcontractors which they have awarded 
as a result of competitive bids. 


LAND-ACQUISITION COSTS 


Mr. Yares. At the time of the initiation of the project, survey 
teams were sent out to the Savannah location, and put in estimates 
as to the cost of the land; is that right? 

Mr. Cook. No; there ‘was no special survey team to specifically 
determine the cost of the land. 

Mr. Yares. There were survey teams sent out, a part of whose 
duty it was to make a report on the cost of land, the estimated cost 
of land? 

Mr. Dean. There was a survey team that went over some five 
different sites, and came up witb the data on those sites, and included 
in that data was an estimate as to the cost per acre at Savannah. 
That was the basis on which Mr. Thomas was given the information 
of the cost per acre. 

Mr. Yates. Was that estimate which was given to you predicated 
upon actual inquiries in the area? 

Mr. Duan. I do not recall the data they had available. 

Mr. Coox. There was no interrogation. 

Mr. Yates. How did they arrive at the figure you testified to? 

Mr. Dean. May I ask Mr. Williams to discuss that? 

Mr. Yates. Yes. 

Mr. Wiuuiams. When they made their estimate, they made the 
estimate based on presurvey of the land; and they were told not to 
make it public and not let it be known we were interested.’ We had 
to handle it that way. When they made the estimate, they had to 
make the estimate on the basis of what they saw, the type of land it 
was, the type of soil, and at the time they were going over the land 
they did not take into account the fact that there were a number of 
small towns on it. We now have to goin and buy the improvements in 
those towns. That, of course, was not included, and results in in- 
creases in the present estimate. 

The original estimate was a very rough estimate, without taking it 
up with the local people in the area which would probably have re- 
sulted in bidding up, if we let them know we were interested in the 
land in that vicinity. 

Mr. Yates. When did you first get a realistic idea as to what the 
cost of the land was going to be? 

Mr. Wixutams. After the Corps of Engineers—first let me say this: 
That, when we first made the estimate on the cost of the land, the 
actual estimate of requirement of land was considerably less than it 
is now. 

Mr. Yates. The total acreage? 

Mr. WiuutAMs. The total acreage, because we had hoped we would 
be able to get by with less land; we thought we might be able to get 
by with something like 150,000. That is the first item that has been 
changed. 
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Mr.. Yates. What is the difference in the total acreage? 

Mr. WituiaMs. It is about 33% percent. 

Mr. Yates. In total acreage? 

Mr. Wiuuiams. After they had made the first trip and found out 
that Ellenton and a few other little towns were there, and after the 
committee looked over the design, it was apparent that we had to 
take in additional area that was not included; so, that boosted the 
price beyond what it was when they made the first estimate for this 
plant. And, I would like to go off the record for a moment. 

(Off-the-record discussion.) 

Mr. Yates. What portion of the land on which this estimate is 
based is to be used exclusively for the plant as opposed to community 
facilities? 

Mr. Cook. There are no community facilities in the entire site to 
be constructed and to be operated by the Atomic Energy Commission. 

Mr. Yarss. Is it contemplated that at a later date an appropriation 
will be requested for community-facilities development? 

Mr. Cook. To the best of our ability, we will avoid any operation 
of any community facilities at the Savannah site. 

Mr. Yates. What portion of the acquisition of land has been ac- 
quired by agreement and what portion through condemnation 
proceedings? 

Mr. Cook. I have that table. There are 1,500 tracts; to date, 
only 74 tracts have been acquired by condemnation, and that has 
not been on the basis of price alone, but some have been to clear titles 
The condemnation to date is approximately 4.9 percent of the total. 

Mr. Netson. It looks like it might run to 10 percent, I should say. 

Mr. Yates. Ten-per-cent condemnation? 

Mr. Newson. Yes; and that includes condemnation where title is 
not clear, not necessarily disagreement on the price. We must 
condemn if the title is not clear. 

Mr. Yares. Are your purchases predicated upon appraisals in 
each instance? 

Mr. Coox. The appraisals are made by the real-estate department 
of the Corps of Engineers, having many years’ experience in acquiring 
land. The appraisal is presented to the owner, which he can either 
accept or reject. To date, there has been 748 appraisals made and 
549 have been accepted. 

Mr. Yares. Have the purchases been in accord with the appraisals? 

Mr. Cook. Yes; there has been payment completed on 351. 

Mr. Yates. On the basis of the appraisal price? 

Mr. Cook. Yes. 

Mr. Netson. One price is given; it is not negotiated. There are 
two independent appraisals made; they make two appraisals for each 
tract of land, without either one knowing what the other has appraised 
it at. 

Mr. Yates. Has the price increased much since the project was 
announced? 

Mr. Netson. Yes; it has gone up a little, but not significantly. 
The price of land near the project has been up. 

Mr. Yates. But these increases in price are not reflected in the 
actual purchase of the land? 

Mr. Netson. Very little. Of course, it does have some effect, be- 
cause these people must go out and buy land to replace what was 
taken, 
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REVIEW BY AEC OF CONTRACT AWARDS 


Mr. Yates. What check is made on the accuracy or propriety of the 
bids received and awards made by du Pont, by AEC? 

Mr. Neuson. That is investigated in detail. 

Mr. Yarus. Each contract? 

Mr. Nextson. Yes; above $10,000. 

Mr. Yarsus. What is done; do you check the details? 

Mr. Neuson. We have a contract board, which is composed of a 
representative of each of the divisions and these recommendations, 
proposals, are gone over in detail to see that they are all right. 

Mr. Yarns. This is an actual check, not a test check on a certain 
amount? 

Mr. Newson. It is an actual check on each one above $10,000. 

Mr. Yates. What form does the check take? You have this con- 
tract board. What steps do they take to verify the propriety of the 
particular proposal? 

Mr. Neuson. First and foremost we always like to get the lowest 
bidder, if he can produce the material in the schedule required time. 

Secondly, we like to avoid, if at all possible, any premium payments. 
We check to see if the chance was given to all bidders; that proposals 
were sent out to qualified bidders and if they were given time enough 
to make bids. 

REVIEW OF PREMIUM PAYMENTS 


Mr. Yares. What steps do you take to verify that premium pay- 
ments are necessary? 

Mr. Netson. If we cannot receive the material on the scheduled 
time, or somewhere near the scheduled time, to keep the construction 
work on schedule. We may have to check up on the escalator clause— 
there are occasions where they may not have an escalator clause. 


NEED FOR PREMIUM PAYMENTS 


Mr. Yares. I can understand why premium payments might be 
necessary at the inception of construction, but insofar as delivery 
after construction is concerned, once the contract is let with the mill 
or the manufacturer, why should you have to pay premium price in 
view of the fact that you know what your requirements are at the 
time of the order from the mill? 

Mr. Cook. The contract construction follows very closely the plans, 
and wherever possible materials are ordered in sufficient time to allow 
for normal manufacture and delivery to meet planned construction 
schedules. Occasionally there may be two or three items that are 
necessary to complete a unit, for which the plans had not been com- 
pleted in time to allow for the ordinary procedure, and in those, in 
order to keep the job balanced and on schedule, it may be necessary 
to pay premiums to obtain delivery consistent with construction 
requirements. 

Mr. Yates. That would be an insignificant proportion of the cost 
of the job, would it not? 

Mr. Cook. That is right. 

Mr. Yares. I am still a little bit disturbed about the last sentence 
on page 13 concerning the payment of premiums. Does that mean 
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that is going to be the policy for the future, to continue to obtain the 
material by premium payments? 

Mr. Coox. No. We have outlined our position in respect to the 
major portions of the work, that the major portion of the materials 
are procured without payment of premiums. Only occasionally is it 
necessary to do that. 

Mr. Yates. The justification which is before us is predicated on the 
necessity for making premium payments for materials, is it not? 

Mr. Coox. Yes. We realize that in order to have items that we 
have to have, that some premium payment will be necessary, where 
the manufacturer may have to pay premium for material and labor to 
make delivery consistent with construction schedules. 

Mr. Yates. Have you taken that into account in your justifications? 

Mr. Cook. Yes. 

Mr. Yates. Have you done the same thing with respect to premium 
payments as to labor? 

Mr. Cook. Yes. 

Mr. Yates. Can you tell us what portion of the justification is 
predicated upon the payment of premiums? 

Mr. Coox. No. We will have to do some checking on that, and 
advise you later. We do not have that broken down today. 

Mr. Yares. Have you put into the justifications that an additional 
amount is for contingencies to apply to premium payments? Are 
your justifications based on including premiums? 

Mr. Coox. The total contingency in the justification before you 
represents approximately 2.8 percent of the total cost, where under 
normal conditions it will run around 10 percent. 

Mr. Yates. For a job like this? 

Mr. Coox. Yes. Particularly when you prepare estimates at the 
time the construction is between 2% and 3 percent complete, and the 
plans at the time the estimate was prepared were approximately 10 
percent complete. You cannot make a very realistic estimate until 
the plans and specifications are approximately 90 percent, and the 
job is approximately 60 percent complete. and at that time we will 
review the estimates, a revised estimate will be prepared. 

Mr. Yates. Have you found in your purchase experience that 
purchases of steel from warehouses have been made necessary by 
manufacturers? In other words, have you found that manufacturers 
have made deliveries to warehouses in order to get the additional 
purchase made? 

Mr. Cook. Oh, no. The only time we buy from warehouse stock 
is on infrequent occasions, when it is necessary to get one part of a 
building or facility completed and in operation at an early date. 

On the large building, you may have all but a few portions of very. 
important material. In order to meet a completion schedule, you go 
out to the warehouse and buy it and get it fabricated in order to 
complete the job. 


DIFFICULTY IN OBTAINING MATERIALS 


Mr. Yates. Have you had difficulty in obtaining materials for 
construction? 
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Mr. Coox. Yes, we have. We have worked very closely with the 
NPA. The materials market is getting tighter and tighter, and in 
order to get delivery in time 

Mr. Yates. What has been the reason for your not being able to 
obtain those materials for your plant, because they are going to civilian 
production? 

Mr. Cook. No. I was referring to the materials market—— 

Mr. Yates. I know. 

Mr. Coox. The material market is becoming tigher and tighter and 
in order to insure deliveries of material and equipment we have had to 
work very closely with the NPA in order to obtain directives. 

The purpose of the directive is to secure the place in a manufactur- 
er’s production line necessary to obtain the delivery required to meet 
our program schedules. Before the NPA will issue a directive on a 
manufacturer or mill all other practical means of obtaining the required 
deliveries without a directive must be exhausted. 

Mr. Yares. Where are you with relation to the priority schedule? 
Are you not in about the same place with the military? 

Mr. Cook. Yes; we are. 

Mr. Yarus. There certainly should be enough steel to supplythe 
military, as well as the plans of the Atomic Energy, with respect to 
this type of construction. 

Mr. Cook. There is not at this time. One of the critical things we 
have had to deal with recently is structural steel. For instance, 10 
days ago we had to obtain from the NPA a directive for the structural 
steel for the C-33 building at Paducah, Ky. 

Mr. Yates. Where is the steel going? 

Mr. Coox. I am not familiar with the over-all requirement picture; 
I am just familiar with it as it affects our program. 

Mr. Yates. Are your labor contracts with unions? 

Mr. Cook. All of the skilled personnel. 

Mr. Yates. What about your construction? 

Mr. Cook. It is all union labor. 

Mr. Yares. It is all union labor. 





LAND AREAS TO BE ACQUIRED 


Mr. Puituips. You testified, I think, that your original estimate 
was in the neighborhood of 200,000 acres for which this estimated 
price had been set up in the record. I do not know that you have 
testified anywhere concerning a final decision to purchase less or more 
than 200,000 acres. 

Mr, Coox. Mr. Williams indicated the original estimate was based 
on approximately 150,000 acres. This estimate is based on 200,000 
acres. 

Mr. Puituips. There is a question in my mind which arises from 
your off-the-record discussion regarding the distance between places, 
and I feel that you must be using a very small part of vour entire 
area that you purchased, Certainly you have not laid tracks down 
on anything but a very small part. 

Mr. Coox. If you wish, I can show you a plot plan of the total 
area with the layout of the major production areas. 

Mr. Puiturrs. Why do you not just say that you are using a 
certain percentage, and tell us why you are paying so much for land 
and are using only a small part of it. 
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Mr. Coox. The large acreage is required for safety reasons. 

Mr. Puruures. Is that all? 

Mr. Coox. Yes—— 

Mr. Puriurrs. You do not have any requirements to protect the 
watershed or any other item of that kind? 

Mr. Cook. We can conduct operations so it will not contaminate 
the watershed. There were two reasons——— 

Mr. Puruuips. My figures are simply a rough estimate taken from 
a length of the fence, and your statement regarding the area to be 
served by the eight locomotives, and I think it must be a very small 
percentage of the total land. 

Mr. Cook. There are approximately nine separate areas. 

Mr. Phillips. All fenced? 

Mr. Coox. The area itself is fenced. 

Mr. Putuures. The entire area, that is, the entire heart is fenced and 
the separate areas? 

Mr. Cook. Yes; they are fenced. Now, maybe this ought to be 
off the reeord—— 

(Off-the-record discussion.) 


COMMUNITY FACILITIES 


Mr. Puruuipes. You have testified that you are not contemplating 
any residential section, any community. Does that mean you are 
not building any schools? 

Mr. Coox. The Commission is not building any schools, but we 
are working with the Office of Education which in turn is working 
with the county and city officials representing the areas affected to 
provide schools that will be necessary for the whole area. 

Mr. Putuurps. Then ought this committee understand from the pre- 
vious experience that you will shortly be up for an appropriation to 
subvent the school district to help them in their claim that they are 
unable to supply the schools without Federal aid? 

Mr. Coox. No. I understand that the Federal Security Agency 
has an adequate appropriation to provide the schools without any 
participation by the Commission. 

Mr. Puruurps. That is, the Federal Government will spend some 
money there? 

Mr. Cook. Yes. 

Mr. Puiuuips. Are you going to operate bus lines? 

Mr. Netson. No, we are not going to operate a bus line under our 
present plan. 

Mr. Puiturpes. Are you going to subsidize a bus line? 

Mr. Nexson. No. 

Mr. Pui.uips. Are you going to operate a cafeteria? 

Mr. Netson. One. 

Mr. Puruuips. On the ground? 

Mr. Netson. Perhaps one main cafeteria, one to serve each major 
manufacturing area. 

Mr. Puriurs. Your record for operating cafeterias does not com- 
pare well with some of the more successful operators. Are you going 
to get a good manager? 

Mr. Netson. We have Nylon Bros. to operate the cafeteria which 


is to be used during the construction period. They are nationally 
known. 
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Mr. Puiiures. I do not mean during construction; I mean once 
your construction is finished. 

Mr. Ne son. The contractors have not yet been selected. 

Mr. Puruures. You are still going to operate a cafeteria for em 
ployees after you are finished? 

Mr. Netson. We will have to; yes. 

Mr. Puiuures. Are you going to supply utilities; are you to furnish 
the residential area, outside your ground? 

Mr. Neuson. No. 

Mr. Putturres. How are they going to get power? 

Mr. Neuson. They expect to be able to get the defense housing, 
and that private industry will build the housing and the utilities and 
rent the houses at such price as to amortize their investment. That 
is one thought. Another is that they may be able to get Federal aid 
under the Defense Housing Act for the construction of these utilities. 

Mr. Puitiuies. You do not think that item really represents an 
expense for the production of atomic energy? You do not think you 
have to divide it in such a way that it will show up later before the 
committee? 

Mr. Coox. No. What we try to do is to do like normal industry 
does, which is to provide the facility for the production of fissionable 
material and not provide the additional community facilities. They 


will not be in our budget. Of course, it is often true that to some 
extent the Federal appropriation—— 


REVIEW OF PREMIUM PAYMENTS BY AEC 


Mr. PuI.uips (interposing). There is another point that is not quite 
clear tome. You talked about the payment of premiums, but what 
happens if you made a contract, and the contractor then came out 
with a premium payment? I think both you and Mr. Nelson testified 
that you have a check against the contracts, all contracts above 
$10,000—you do check contracts below $10,000? 

Mr. Cook. They are audited, yes. 

Mr. Puruuips. If they are above $10,000 you go into them very 
carefully—— 

Mr. Neuson. Prior to audit. 

Mr. Puiturps. Prior to audit, and prior to the expenditure of the 
money. Below $10,000 the money has been paid, often, so in effect 
it is a post-audit. Now, suppose you find in the $10,000 contract 
that payment of a premium for steel has been made, or any payment 
that you did not think was adequately justified ; under those conditions 
and circumstances, what can you do; what authority do you have to 
deny the money to the contractor? 

Mr. Netson. We do not deny it. Our experience to date and the 
policies and practices followed by du Pont are such that we are sure 
that all such payment will be with adequate justification. 

Mr. Puinuips. Now, could you very well just charge it back to 
them? 

Mr. Netson. I doubt that this situation would ever arise. 

Mr. Puiuuips. Have you ever done so? 

Mr. Netsen. We have not had occasion to do that. 
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COMMENTS ON INVESTIGATION BY REPRESENTATIVE WHEELER 


Mr. Pxitups. I] am not sure that you can cross Mr. Wheeler quite 
as easily as you have done. I think the matter bears a little investi- 
gation by you 

Mr. Netson. We have investigated it. 

Mr. Puiuures. I have a clipping here in which Mr. Wheeler is 
quoted as having spoken of a number of specific instances of waste. 
For instance, one where he said that there were about 15 men that he 
saw digging a hole by the side of the road, about 2 or 3 feet across, 
and that as a result traffic was blocked, and it was necessary for one 
man to be assigned to direct traffic. It would seem to me rather 
obvious that something is wrong and that you should investigate that. 

Mr. Newson. We are. 

Mr. Puiuures. And that you might explain it or admit it, but I do 
not think you can pass it over so easily by saying you are doing a 
first-class job down there and everything is on the up-and-up, and 
that you have no waste on the job. 

Mr. Nevson. We are looking into that, but it is a little difficult to 
find these specific instances, because we do not know where Mr. 
Wheeler was. We know he was not in the major fenced construction 
area, but apparently he drove through the project on an existing 
highway. 





URGENCY OF PRESENT REQUEST FOR FUNDS 


Mr. Puruures. I have just one more question, which I wish to ask 
of you, Mr. Dean: Suppose Congress had adjourned on July 31, or 
even if we had adjourned on August 31 or the 1st of September, 
would you have asked the President to call Congress back in special 
session to appropriate the amount of money for which you are asking 
now? 

Mr. Dean. That is a very difficult one, Mr. Phillips. I think if 
we could have gotten the bill through, possibly, by the latter part of 
January, it would have taken care of the rate of expenditures through 
the fiscal year. 

Mr. Puinurpes. There is always a supplemental bill in January. 

Mr. Dean. It is considered frequently in January, but in most 
instances the money is not available at that point. But if the money 
could have been available, if we could have gotten it, we could have 
gotten by—— 

Mr. Coox. Through April. 

Mr. Puiturrs. Beyond next April. 

Mr. Boyer. We might have had this difficulty; we might have been 
in violation of the Deficieney Act. 

Mr. Puruuips. I would like to say something now off the record, if 
I may—— 

(Off the record discussion.) 


NEED FOR HOUSING IN SAVANNAH AREA 
Mr. Tuomas. Gentlemen, I do not wish to keep you any longer, 


but there is one further question, and that is dealing with the housing 
condition: We will have before us someone from the Housing Ad- 
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ministration in the next few days, and I notice in the paper that much 
has been said about housing conditions. 

How many houses do you have down there now; how many do you 
think you will need of a permanent type; how many of a temporary 
type; who is going to build? Will private industry build them? How 
many people will you employ after you get started; how many houses 
will you need, and give us any other information in respect to housing. 

Mr. Nextson. Our most urgent need is for temporary housing to 
take care of what we think now will be close to 40,000 workers. 

Mr. Tuomas. Construction workers? 

Mr. Neuson. Yes. 

Mr. THomas. How many workers are there down there now, and 
how many will you have at the maximum? 

Mr. Netson. We now have 17,300 or 400—we will have 47,000 
at the peak next summer. 

Mr. THomas. How long will that peak last? 

Mr. Neuson. About two or three months. 

Mr. Tuomas. Your problem is for temporary housing for con- 
struction workers? 

Mr. Newson. Yes. 

Mr. THomas. What about your problem after you get your pro- 
duction contract work completed, and the workers have gone back 
home? 

Mr. Netson. The problem with us now is that they must be 
started now in order to house the operatioral workers when required. 

Mr. THomas. How many houses do you think you will need, and 
who will construct them, private industry? 

Mr. Netson. We hope to have them built by private industry— 
of course, they usually have a loan arrangement with the Federal 
Housing Authority. 

Mr. Tuomas. Have you asked Mr. Foley or Mr. Eagan to check 
on the housing, public housing in the locality? 

Mr. Netson. Yes. 

Mr. Tuomas. How many units are there? 

Mr. Netson. We figure now that we need about 4,000. 

Mr. Tuomas. Temporary or permanent? 

Mr. Neuson. Permanent. 

Mr. Puiuurps. Housing or people? 

Mr. Tuomas. Housing. 

Mr. Puiuurps. Are those for the construction workers? 

Mr. Newson. For the operation, permanent people. 

Mr. Tuomas. Public housing? 

Mr. Newson. Housing or apartments. 

Mr. Tuomas. Do you think industry can supply the 4,000 units? 

Mr. Netson. We hope so, yes. 

Mr. Tuomas. Maybe you did not understand my question: Are 
the 4,000 units to be constructed by private industry, with the help 
of the FHA, or are you going to be asked to help finance them for 
public housing? 

Mr. Netson. There are some contractors who have enough money 
to finance their own housing developments, and who may not have 
to be bothered with the FHA, nor a Government subsidy, but simply 
make a loan arrangement with the Federal Housing Authority. 
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Mr. Tuomas. Do you think you can get the housing needed satis- 
factorily, either through the FHA, or through private enterprise? 

Mr. Nexson. It still appears to be possible that we will get the 
housing that way. 

Mr. Tuomas. Any further questions? 

Mr. Purxurrs. Right on that point: Why do you not want to put 
up temporary housing for the construction workers? 

Mr. Netson. We have some 4,000 trailers for family quarters. 

Mr. Puruurpes. What is going to be done with them when the con- 
struction work is over? 

Mr. Netson. They are to be removed. 

Mr. Puitures. Why can you not put up some kind of a structure 
that could be used by your regular permanent workers? 

Mr. Nexson. Of course, the houses that are built will be used tempo- 
rarily by construction workers, and any permanent housing will be 
used by permanent employees who are not living in anything less than 
permanent or semipermanent housing. 

Mr. Coox. The operating employees overlap the construction em- 
ployees. 

Mr. Putuures. It would seem to me that you may have a complete 
waste on the units that are just being put up for construction 
workers—— 

Mr. Nexson. We are not paying for those. 

Mr. Puiuies. You ought to have, somehow, a leeway so that to 
take the trailers that are used, and put them outside the grounds, if 
necessary——— 

Mr. Newson. These trailers are being brought in by a private com- 
pany to be rented for a temporary period. 

Mr. Puiuuips. They belong to a contractor? 

Mr. Netson. They belong to a contractor who bid to furnish 
them on a rental basis; they do not belong to the Government. They 
cost the Government no money, except that we have guaranteed 
rental of 2 or 3 years. This probably will not result in any cost for 
them. 

Mr. Tuomas. Any further questions? 


POLICY OF AEC IN SUBCONTRACT WORK 


Mr. Yates. I have one question: What is the policy of the Atomic 
Energy Commission with relation to the distribution to subcontrac- 
tors to small firms of work to be done? 

Mr. Coox. We encourage them to the fullest extent. 

Mr. Yates. In what way? 

Mr. Coox. Primarily in trying to obtain as wide as possible interest 
of people to submit bids who are qualified to provide the materials. 

Mr. Yarrs. Do you have a policy comparable to that of the pro- 
curement agency of the Government during the last war to actually 
see that the contractor is given some business? 

Mr. Cook. As I understand the policy in the last war, I forget the 
agency that was involved, but they had responsibility for placing a 
certain amount of contracts. 

Mr. Yates. You are thinking probably of the Small War Plants 
Corporation. 

Mr. Cook. Yes. 
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Mr. Yarss. But actually in their military procurement the agencies 
were interested in supervising the award by prime contractors of 
subcontracts to small business. Is that feasible for Atomic Energy, 
or do you have other things to do? 

Mr. Coox. Well, we do try to obtain as wide coverage as we can 
on all of our procurement. We do not try specifically to select. com- 
panies in various areas. We award as the result of competitive bidding 
to the lowest bidder. 

Mr. Tuomas. Thank you very much, gentlemen. I hope all of 
you will get together in a room sometime and see if you cannot reduce 
the cost of these buildings in some way. It may be a difficult job, but 
I surely hope it can be done. 

Mr. Boyer. We are working hard on it. 

Mr. Tuomas. Well, it is nice to see you all, and a lot of good luck 
to you. 


CIVIL SERVICE COMMISSION 


Fripay, SEPTEMBER 28, 1951. 
WITNESSES 


L. A. MOYER, EXECUTIVE DIRECTOR, UNITED STATES CIVIL 
SERVICE COMMISSION 

DAVID F. WILLIAMS, CHIEF, BUDGET AND FINANCE DIVISION, 
UNITED STATES CIVIL SERVICE COMMISSION 


AppDITIONAL EMpLoYEES—FEDERAL LoyaLty PROGRAM 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have the pleasure of having with us this morning the Civil 
Service Commission who are appearing in connection with a supple- 
mental estimate of $1,700,000 as contained in House Document 
No. 241. We have with us our distinguished friends, Mr. L. A. 
Mover, the Executive Director of the Commission, and Mr. David F. 
Williams, Chief of the Budget and Finance Division of the Com- 
Mission. 

I might say that our good friend, the Chairman, Mr. Ramspeck, 
has serious illness in his family and he is now over at Baltimore at 
Johns Hopkins with his family. He will not be able to be present but 
he has sent a statement over which I presume Mr. Moyer or Mr. 
William will like to read for the record. If so, we will be delighted to 
have it. 

Mr. Moyer. I have here a copy of the statement prepared by Mr. 
Ramspeck. Perhaps you would like to have it inserted in the record 
at this point. 

Mr. Tuomas. Yes. We will insert Mr. Ramspeck’s prepared state- 
ment in the record at this point. 

(The statement referred to follows:) 


i 


STATEMENT OF RospertT RAMSPECK, CHAIRMAN, UNITED States Crvit SERVICE 
CoMMISSION 


Mr. Chairman and members of the committee, when I assumed the duties of 
my present position on March 16, 1951, your committee had already heard the 
representatives of the Commission in regard to an appropriation for the fiscal 
year 1952. 
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Before I had had much opportunity to familiarize myself with the problems of 
the Commission, a hearing was held before the Senate Committee onAppropria- 
tions, and I am afraid that in both cases we failed to bring to the committees a 
full understanding regarding the workload of the Commission which has been so 
greatly increased since the difficulty developed in Korea. 

At the time the Korean incident began, the appropriation for the Commission 
for the fiscal year 1951 had already been determined. This appropriation was 
based upon an estimate of some 400,000 placements; that is, new appointments 
and replacements of employees leaving the Federal service. Actually, more than 
a million placements were made in the fiscal year 1951, and we estimate that 
approximately a million placements will be made in fiscal year 1952. 

I feel sure that the Cameos wants the Commission to have the necessary 
resources to keep current, or as near current as possible, with its responsibilities 
for checking the loyalty of the people who enter the Federal service. We cannot 
do so with the funds which have been given to us for the fiscal year 1952. 

I regret very much that it is not possible for me to be present at this hearing 
due to illness in my family and will appreciate having this statement inserted in 
the record. 


GENERAL STATEMENT 


Mr. Moyer. Mr. Chairman and members of the committee, funds 
are requested in this supplemental estimate for the fiscal year 1952 
in the amount of $1,700,000 for the purpose of processing increased 
workloads under the Federal employees loyalty program and for cer- 
tain investigative work derived therefrom. Serious backlogs of work 
have already accumulated and will continue to increase during the 
fiscal year creating a condition which in the Commission’s opinion is 
a threat to national security. 

Under Executive Order 9835, which establishes the Federal em- 
ployees loyalty program, the Civil Service Commission determines 
whether a question of loyalty exists regarding any person entering 
the executive branch of the Federal service. If such a question exists, 
the Commission refers the case to the Federal Bureau of Investigation 
for a full personal investigation. Reports of these investigations are 
then furnished to the Civil Service Commission. Acting through its 
loyalty boards, the Commission determines whether or not the persons 
involved are qualified for Federal employment from the standpoint of 
loyalty. For persons who are not in the competitive service, those 
decisions are made by agency loyalty boards acting under directives 
issued by the Loyalty Review Board of the Civil Service Commission. 

In general, the amount of work the Commission must do under the 
loyalty program is in proportion to the number of new workers 
entering the Federal service. The expansion in the Federal Govern- 
ment during the last fiscal year and which is continuing to some 
degree this fiscal year, has brought about an increase in workload 
that the Commission will not be able to handle with available funds.. 
We entered this fiscal year with a carry-over of 430,000 record check 
and inquiry cases from last year. We estimate we will receive an 
additional 800,000 cases this fiscal year making a total workload for 
this item of over 1,200,000 cases. Funds currently available will 
permit the processing of only 670,000 of these cases, leaving approxi- 
mately 500,000 cases uncompleted. This will mean that there will 
be about one-half million employees on the job in the Federal Govern- 
ment for whom the question of loyalty has not been decided. In 
view of world conditions, the Commission does not believe that such 
a backlog of loyalty checks should be permitted. 

The workloads in the adjudicative phases of the loyalty program 
as handled through the regional loyalty boards and the Loyalty 
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Review Board are derivatives of the processing of record check and 

inquiry cases. The funds requested for this work is therefore in 
roportion to the increased number of record check and inquiries to 
e processed. 

Mr. Puiuurps. If I may interrupt, are you not going to find it dif- 
ficult to just increase the numbers arbitrarily? To: ave to have a 
trained staff and so forth. Are you going to touch on that? 

Mr. Moyer. Yes, I will. 

Mr. Puruuips. Excuse me for interrupting. 

Mr. Moyer. Funds are also being requested in this supplemental 
estimate to cover personal investigations on serious matters of suit- 
ability. These cases originate through the processing of a record 
check and inquiry case under the loyalty program. When a record 
check or inquiry develops a serious question as to suitability (other 
than loyalty), a personal investigation is conducted by the Commis- 
sion. ‘These investigations are only conducted in cases where the 
derogatory information is of such a serious nature that, if established 
by investigation, it would require the separation of the employee. 
Conversions to personal investigations are arate upon serious adverse 
information on such matters as sex offenses, alleged criminal conduct, 
embezzlement, gross dishonesty, theft of Government property, and 
so forth. Such information not only raises a serious question as to the 
suitability of the person for employment in the Federal Government, 
but also raises a question as to security reliability for employment in a 
position connected with the national defense. Such persons are in- 
vestigated by the Civil Service Commission and if questions relating 
to such matters are found to be true, the Commission instructs the 
employing agency to dismiss the employee; if they are not in the com- 
petitive service, the facts are reported to the employing agency for 
appropriate action. 

Defense agencies, including the Department of the Army, Navy, 
and Air Force, rely on the Commission for making such investigations 
of new appointees and for ordering the removal of employees whose 
demonstrated unsuitability mark them as security risks. Our 
experience indicates that approximately one out of four of the em- 
ployees whose cases are converted to investigations of this type are 
found upon completion of the investigation to be poor security risks 
or whose employment would bring disrepute upon the Federal 
Government. 

In conclusion, we wish to point out to the committee that funds 
requested in this supplemental estimate will not bring our workloads 
down to normal by the end of this fiscal year. The estimate was 
calculated on the basis of the number of employees we could recruit, 
train, and eflectively use for the remainder of this fiscal year. How- 
ever, it will materially assist in meeting the desirable objectives of 
(1) separating promptly or preventing the employment of persons 
about whom there is a reasonable doubt of loyalty, (2) separating 
promptly or preventing the employment of persons who are security 
risks or otherwise unsuitable for reasons other than loyalty, and 
(3) providing current information to defense agencies for use in the 
clearance of employees for access to classified information or material 
up to the top-secret level. 
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INCREASED LOYALTY PROGRAM WORKLOAD 


Mr. Tuomas. Mr. Moyer, this is a request for $1,700,000 for the 
continuation of your regular loyalty program. Is that correct? 

Mr. Moyer. That is correct. 

Mr. Tuomas. No new elements are in it? 

Mr. Moyer. There are no new elements in it except that the back- 





Mr. Tuomas. I got the impression from Chairman Ramspeck when 
I was talking about this to him a few days ago, the Commission was 
taking over the work of the FBI and that the funds requested here 
were in the nature of a supplement to pay for the work that the FBI 
had been working on heretofore. Apparently I misunderstood the 
chairman because the justifications do not indicate that. 

Mr. Moyen. | think so, Mr. Chairman. There is proposed legis- 
lation which has not been acted on by the Congress which would 
permit the Commission to take over certain investigative work which 
FBI is now required to handle by law for certain of the agencies such 
as the Atomic Energy Commission and the Voice of America. But 
this supplemental does not touch on that. 

Mr. Tuomas. These funds are requested for the purpose of con- 
tinuing your presently existing functions under the loyalty program, 
namely to check the files of the FBI, to run your own files and also 
to check the files of the Committee on Un-American Activities. In 
so checking, if you find some derogatory remark about the prospective 
employee or one who is presently on the rolls, then you send such 
information over then to the FBI for their future investigation. 
Then you clean your own hands of it and drop the case so far as you 
are concerned, and what is done in the future is the result of the 
activities of the FBI. Is that correct? 

Mr. Moyer. That is correct insofar as loyalty is concerned, Mr. 
Chairman. We frequently get information, though, as to suitability 
or arrest records, which we do investigate. 

Mr. WriiuiaMs. I think there is one other angle to the point that 
vou made, Mr. Chairman. That is, after the FBI completes its 
investigation that case does come back to us for adjudication. 


BACKLOG OF LOYALTY WORK 


Mr. THomas. How many cases do you have in your backlog now? 

Mr. WiutaMs. A little better than 430,000. 

Mr. Tuomas. What is your anticipated future increase? 

Mr. Wiuuiams. We expect to get during the year very close to 
800,000, 789,000 cases during the year, making a workload of approxi- 
mately 1,200,000 cases. 

Mr. Tuomas. Your justification indicates that you have 669,000 
cases to be processed and that to be processed there will be 815,078 
cases. 

Mr. WiuuraMs. That is the number we can do with the funds that 
we have. We can process the 669,000 with the funds that we have. 
With the funds that we are requesting we can do the higher figure of 
815,078. 
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Mr. THomas. These 669,000 cases to be processed now are presently 
on the payrolls of the various agencies of the Federal Government 
and working, | presume? 

Mr. WiuutaMs. Yes, sir. The 430,000 backlog represents people 


actually on the rolls. The workload for this year is anticipated people 
who will come on the rolls. 


COMPREHENSIVE NATURE OF LOYALTY INVESTIGATIONS 


Mr. Taomas. What is the intervening time required between the 
time a man goes on a payroll until you finish your investigation? 

Mr. Wituiams. Approximately 11 weeks. 

Mr. Tuomas. Eleven weeks, 

Mr. WiuuiaMs. Yes. 

Mr. Tuomas. If one of those cases should be referred to the FBI, 
what is the intervening time there? 

Mr. WituiaMs. That varies a great deal, Mr. Chairman, depending 
upon the resources of the FBI. ‘They do have a considerable backlog 
of cases. 

Mr. Tuomas. Another 2 or 3 or 4 or 5 months? 

Mr. WiuuiaMs. On the average of 4 months. 

Mr. Tuomas. Suppose then that after the FBI completes its investi- 
gation, a case comes back to the Civil Service Commission for deter- 
mination and that it goes to a hearing before one of your regional 
loyalty boards. How much additional time is required? 

Mr. WituiaMs. Approximately 2 months. 

Mr. Tuomas. That is a total then of 7 or 8 months? 

Mr. WruuiaMs. Yes. 

Mr. Tuomas. During that time is the employee on the Federal 
payroll or is he suspended? 

Mr. Wiiu1ams. He is on the payroll but the agency is notified of 
the pending action so that they take whatever security measures they 
see fit, based on the information that we have at the time. 

Mr. THomas. Is it the common practice that after the cases go 
either to FBI for investigation or is in the hands of one of the regional 
loyalty boards that the employee remains on his job during that period? 

Mr. WiiuiaMs. There are two common practices followed, Mr. 
Chairman. One is to suspend the employee until the case is decided, 
the other is to move him into a job which has no loyalty or security 
implications. There is one other factor I think we should bring out, 
and that is that in the case of sensitive positions, that is, positions 
which an agency may designate as sensitive. We pick those cases 
up immediately. We pick them out of order and we process those 
on the average, 10 days. If derogatory information is disclosed, 


they immediately go to the FBI and they handle them on a priority 
basis. 


TRAVEL 


Mr. Tuomas. In the appropriating language there is the following: 


And the limitation under this head in the Independent Offices Act of 1952 on 
the amount available for travel expenses is increased from $575,000 to $649,000. 

That is an increase of $69,000, is it not? 

Mr. WrutiaMs. Yes. 

Mr. Tuomas. Why that increase? 
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Mr. Wiiu1aMs. Our limitation actually is $575,000 in the final 
passage of the bill, as I recall. 

Mr. Tuomas. Yes, and in conference that amount was increased 
considerably. It was increased from about $500,000 up to $575,000, 
was it not? 

Mr. WiuuiaMs. Yes; that was on the basis of the amount of work 
we would have to do. 

Mr. Tuomas. Why the additional increase of $70,000? 

Mr. WituraMs. For this reason: This supplemental anticipates the 
hiring of 82 investigators to take care of the suitability investigations. 
We expect through the means of this supplemental, if the Congress 
grants it, to process about 13,000 more suitability cases. Those are 
handled by investigators. 

Mr. Yares. May I have a definition of what you mean by a 
“suitability case,” Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Wiutiams. It is where, through the record check process, Mr. 
Yates, we develop information not of a loyalty nature but of such 
character that it indicates that the individual should not be on the 
Federal payroll, information such as a serious arrest record, a sex 
offense, or something of that sort. We have to prove that so that 
there is a limited investigation made to substantiate the facts. If 
they are proven, then the person is removed from the job. 


JUSTIFICATION OF USTIMATE 


Mr. Tuomas. At this point, Mr. Reporter, we will insert the table 
on page 2 in the record. 
(The table referred to is as follows:) 


TABLE I.—Summary statement 


Supplemental 


Authorized Required | requirement 
' | 
Function A oe 
| Num- | | Num- Num- 
| Net salary | ~ Net salary | ~ | Net salary 
ber 33 be * | ber | ei (pers 
PRT TS FT ET ET OT eT PT nat AeA 
Record check and inquiry cases ee 980 | $3,010,931 | 1,262 | $3,667,851 | 282 | $655, 920 
Files activities __- sine aS 161 | 507, 541 181 540, 934 | 20 | 33, 393 
Suitability conversions from record check 
ha eS RT SR ES | 101 459, 435 297 | 1, 147, 991 196 | 688, 556 
Regional loyalty boards_...__..--_.--- | 179 | 321, 068 | 210 | 440, 337 | 31 | 119, 269 
Loyalty Review Board. ..............---- | 57 | 190, 946 67 | 234, 438 | 10 | 43, 492 
Total, personal services __-_--_- 1, 478 | 4, 489, 921 2,017 | 6,031, 551 539 1, 541, 630 
Additional requirements for other objects | | | 
PE GROONGINNNOs 3 5. kik io eu ceduibs We Be bE QE Se! ees 31S Spey eae pees else I 158, 370 
| RE Re eS! ae COE Gree IRR ERS BP Rae LEAS Ss Oe ee a 





PERSONAL SERVICES 


Mr. Tuomas. Page 2 indicates that you now have 1,478 employees 
engaged in this loyalty work. Is that correct? 

Mr. Wiuuiams. Yes. 

Mr. Tuomas. Nine hundred and eighty of them are doing record 
checks and inquiry case work; one hundred and sixty-one are doing 
files activities; one hundred and one are doing suitability conversions 
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from record check inquiry cases. There are 179 on the regional loyalty 
boards, and there are 57 on the Loyalty Review Board. That isa total 
of 1,478. For the same type of work you want an increase of 539 
employees, which will give you in the neighborhood of 2,000 doing 
loyalty work. Is that correct? 

Mr. WituiaMs. That is correct, sir. 

Mr. Tuomas. The actual cost of your personnel for these 539 people 
is what? Where is that figure? 

Mr. Wuiiuiams. It is on the same table, sir. The amount is 
$1,541,630. 

OTHER OBLIGATIONS 


Mr. Tuomas. That is right, $1,541,630. The difference between 
$1,541,630 and $1,700,000 is $158,370, and that is broken down into 
travel and other items which are as follows: Travel, $74,000; supplies 
and materials, $38,370; and equipment, $46,000. That makes a total 
of $158,370. 

Under the limitation on personnel in the independent offices sup- 
plemental bill were you required to reduce any of your personnel? 

Mr. Wruuiams. Yes, sir. Under the provisions of the Jensen 
amendment. 

Mr. Tuomas. How many? 

Mr. Wiuuiams. About 425. 

Mr. THomas. Why do you need this amount of $74,000 for travel, 
$38,370 for supplies and materials, and $46,000 for equipment? 

Mr. Wiuuiams. Well, the money we received from our appropria- 
tion——— 

Mr. Tomas. I note that you want desks, $25,000; portable type- 
writers, $5,740; dictating machines, $14,350; and briefcases, $820. It 
looks to me as if you ought to have those on hand now, having been 
formerly used by the people who were with the Civil Service Com- 
mission prior to the adoption of the 1952 independent offices appro- 
priation bill. 

Mr. Wituiams. Well, the supplies and equipment are in connection 
with the record check work. That is a payment for the card stock 
we use, the stencils we use in making index cards for these cases. Each 
case results in 15 index cards which funnel out to these various offices 
where we make our checks. 

The dictating equipment is for the use of the additional investigators 
we will hire. We do not have that equipment on hand, sir. We have 
the equipment only for the investigators we presently have. 


RATE OF EMPLOYMENT 


Mr. Tuomas. I notice a very illumimating statement here on page 
6 of your justification which I will read into the record: 


Receipts of record check and inquiry cases are based on the number of place- 
ments to be made in the Federal service. For fiscal year 1952 the number of 
placements is estimated to be 920,390, computed as follows: 

(1) Placements due to expansion in ‘the Federal service from 2,316,000 on ‘June 
30, 1951, to 2,450,000 on June 30, 1952, namely, an increase of 134, 000. 

(2) Placements due to turn-over in the Federal service, 33 percent per year— 


which figures out in round numbers to 786,000, which gives us a grand 
total of 920,000. 


How recent and how accurate are those figures? 
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Mr. WituraMs. Well, the employment in the Federal service as of 
the 1st day of September was 2,342,000. Actually today we are only 
108,000 short of where we say we will be next June 30. 

Mr. Tuomas. What is that figure again of September 1? 

Mr. WiuuiaMs. 2,342,000. 

Mr. THomas. What was it on the Ist of July of this year? 

Mr. WriiuiaMs. On the Ist of July of this year it was 2,024,347. 
Pardon me, that is as of the 1st of February. For the 1st of July 
of this year it was 2,333,424. 


NUMBER OF EMPLOYEES COVERED BY JENSEN AMENDMENT 


Mr. Tuomas. You mean employment is picking up since the 
passage of the appropriation bill, particularly the independent offices 


' and the others? 


Mr. Witurams. Yes, sir. 

Mr. Tuomas. By virtue of the fact that the armed services, the 
Post Office Department, and the veterans’ medical facilities, which 
comprise in the neighborhood of three-fourths of the total Federal 
employment, were not covered by the Jensen amendment and the 
other riders. 

Mr. WixuiamMs. We ran a rough count on that, Mr. Chairman, and 
it does figure out to about 18 percent of the Federal employment 
being covered by the Jensen amendment. 

Mr. Tuomas. That is no more than 18 percent? My figure was 
20 percent, and I think yours is more accurate. 

Mr. Reporter, at this poimt in the record we will insert— 

Before I go into that, is this figure of 33 percent on Federal turn- 
over an approximate figure or is it reasonably accurate, and how do 
you arrive at that figure and when did you arrive at it? 

Mr. Witurams. Well, we took the last 5 months’ experience, Mr. 
Chairman. During those months, in March it was 2.6; in April it 
was 2.7 a month; in May it was 2.5 a month; and in June it was 2.5 
a month; and in July it was 2.6 a month. 

Mr. Tuomas. Well, in your regular budget for 1952, if my memory 
serves me correctly, your annual turn-over estimate was 36 percent. 

Mr. Wiuurams. That is right. 

Mr. Tuomas. Now you have come up with a better estimate? 

Mr. Wituiams. That is right, sir. 

Mr. Tuomas. You think it is more realistic under present condi- 
tions than your 36 percent? 

Mr. Wiis. Yes, sir. 

Mr. Tuomas. Well, if a little guessing is in order, I think it is a 
little high. I hope it is, because turn-over is certainly a wasteful 
thing in the Federal service; is it not? 

Mr. WituiaMs. That is right. 


ANTICIPATED WORKLOAD 


Mr. Tuomas. Mr. Reporter, at this point in the record will you 
insert the table appearing on page 3 which deals with work items and 
net costs per unit? 

(The table referred to is as follows:) 
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Tas Le II.— Work items and net cost per unit 


























‘ Supplemental 
Authorized Required requirement 
Function 
To be To be To be 
proc- Unit proc- Unit proc- Unit 
essed cost essed cost essed cost 
ass i PY i 
Record check and inquiry cases__._.._...--- | 669,005 | $4.50} 815,078 | $4.50 145, 983 $4. 50 
Suitability conversions from record check and | | 
ee Kania dose | 9,023 | 50.92 22,°545 50. 92 13, 522 50. 92 
Regional loyalty boards: | | 
Examining and adjudicating regional loy- | 
alty cases - j 2,451 | 128.05 3,350 | 128.05 909 128. 05 
Processing nonadjudicated loyalty cases_____| 2,139 | 3.38 2, 985 3.38 846 3. 38 
Loyalty Review Board: | 
Adjudicating loyalty cases -_-_- } 102 | 780.00 | 110 | 780. 06 8 780. 00 
Processing nonadjucicated loyalty cases 3, 367 4.03 | 3,819 4.08 452 2. 68 
Post-andits.__.. 2,765 | 17.07} 5,109] 14.34 2,344 | 11.12 
' i 








Mr. Tuomas. Where were these 539 to be located? How many 
will be in the District of Columbia and how many will be in the field? 

Mr. Wiiurams. I don’t have the number breakdown, Mr. Chair- 
man. 

Mr. Tuomas. I think I saw that breakdown some place in your 
justifications. Can you put your finger on it? 

Mr. Wiiutams. I don’t believe we have it in here, as a matter of 
fact, Mr. Chairman. It is in the green sheets. 

Mr. Tuomas. I mean it is not in your narrative form. I thought 
I saw it someplace. I notice here that your unit cost, referring to 
your table on page 3, for record checks and inquiry cases, of which 
you have a backlog of 669,000, is $4.50. 


BACKLOG OF CASES 


Mr. WiuuraMs. There is a backlog of 430,000, sir. 

Mr. Putuurps. A backlog of what? 

Mr. Wiuutams. A backlog of 430,000. The figure you are looking 
at is the amount to be processed. 

Mr. Tuomas. To be processed? 

Mr. WiuuraMs. Yes. 

Mr. Tuomas. Is that not a backlog? 

Mr. Wituiams. The actual backlog on hand is 430,000. The 
figure you mentioned anticipates the work we will get during the 
current year plus the backlog. 

Mr. THomas. Well, the figure then is very misleading. You say 
to be processed, 815,078.” 

Mr. WituiAms. That is with the supplemental money. That is 
what we could do with the supplemental money requested. 


UNIT COST PER CASE 


Mr. Tuomas. The unit cost is $4.50? 

Mr. Wiuiams. Yes, sir. 

Mr. Tuomas. How do you arrive at that cost, that figure of $4.50? 

Mr. Wiuuiams. That is actually derived from work-report informa- 
tion, Mr. Chairman. Our work-report system gives us a cost at 
various stages of an operation. 

Mr. Tuomas. Where is this check made, from your own files? 
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Mr. WiutAMs. It is made from various files. 
' Mr. Tuomas. Is it made from your three sources: namely, the 
FBI, your own files, and the files of the Committee on Un-American 
Activities? 
Mr. WiuuraMs. And all of the Defense Establishment’s files. 


PERSONAL SERVICES 


Mr. Tuomas. What is the type and grade of personnel in salary 


who engage in this particular activity? 


Mr. Wiuuiams. The average grade is grade 2 and grade 3. It-is a 


_very low-grade operation. The persons who actually do the checking 
of the files are grade 4. 


Mr. Tuomas. File clerks? 
Mr. WituramMs. Those are the people who go out into the other 


sagencies making the checks in other agencies. 


“Mr. THomas. Are they usually men or women? 

Mr. Wiuuiams. Men. 

Mr. THomas. How many cases can they handle a day? 

Mr. WiuuiaMms. I don’t know. 

Mr. Tuomas. How do you arrive at that figure of $4.50 per unit if 


S you do not know? 


Mr. Wiuurams. From their workload reports. They report the 
number of cases they process, the amount of time they spend on 
processing. 

Mr. Tuomas. How long does it take one investigator, we will call 


‘him, to handle one case? What is the average time? 


Mr. Wiiurams. They go by points, sir; that i is, points of investiga- 


tion. As I recall, they are supposed to clear about one Point day. 





Mr. Tuomas. How many points are there in a case? 
Mr. WiiiraMs. On an average of one and a half. That, of course, 
\ does not include the travel time they would take in getting from one 


' point to another. 


Mr. Tuomas. In other words, it would take an investigator 2 days. 
Mr. WiuttaMs. Aside from the time that it would take him to get 


to the different points. 


Mr. THom as. Well, your cost here is very low. You state that a 


| unit cost is $4.50, but it takes one investigator 2 days. You certainly 
| pay your investigators——- 


Mr. Wruuiams. Well, the investigators don’t fit into this work 


) pattern. 


Mr. Tuomas. Who do? 
Mr. Wiiurams. These are the lower-grade employees we are 


speaking, of, the grades 2 and 3 and 4 people. 


Mr. THoMas. Gall them whatever you want to, they are still doing 
investigative work; are they not? 

Mr. Wixurams. Yes. Of course, but they usually work at a large 
card file. It is a question of moving from one part of the alphabet 
to another. 

SUITABILITY CONVERSIONS 


Mr. Tuomas. I note that the suitability conversions from record 
check and inquiry cost you $50.92 a case. 
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REGIONAL LOYALTY BOARDS 


Examining and adjudicating regional loyalty cases cost you $128.05 
acase. That is in the regional loyalty boards. 

Mr. WILuIAMs. Yes, sir. 

Mr. Tuomas. How long does it take them to find out a case when 
they once take jurisdiction? 

_ Mr. Wituiams. The elapsed time runs, on an average, 2 months, 
sir. 
Mr. Tuomas. Then, if it is appealed from the regional loyalty board 
to the Central Review Board here in the District of Columbia, the 
cost is $780 a case; is that correct? 

Mr. Witurams. Yes, sir. 

Mr. Tuomas. It runs into money. 

How long does the average case take here on the Loyalty Review 
Board? 


Mr. Wituiams. Three to four months, sir. 


PROPOSED TRANSFER OF SECURITY INVESTIGATIONS TO THE CIVIL 
SERVICE COMMISSION 


Mr. Yares. You stated that there is legislation pending on the 
Hill for the Commission to take over the investigating function of the 
FBI in connection with the Voice of America and the Atomic Energy 
Commission. In your opinion, will the Commission be able to per- 
form the function as well as the FBI? What is entailed in that sort 
of investigation? 

Mr. WixutaMs. It is a personal investigation. It is a background 
investigation of the person’s employment, associations, membership 
in organizations, and so on. 

Mr. Yates. It involves field work of a nature; does it not? 

Mr. Wiuuirams. Of a nature; yes, sir. It is more of a personal 
investigation that it would be an examination of a criminal record, 
let us say. 

Mr. Moyer. I might add, Mr. Yates, that as we explained, that 
type of investigation is not in this picture because the legislation that 
has been proposed by the Department of Justice has not yet been 
acted upon by the Congress. Now, in that type of personnel investi- 
gation, if the Commission should be authorized by the Congress to 
take it over, and we should run into any loyalty information, the 
case would go to the FBI for investigation as to loyalty. 

Mr. Yates. Well, this has been recommended by the Department 
of Justice, this form of legislation? 

Mr. Moyer. Yes. 

Mr. Yates. Why did they pick out the Voice of America and the 
Atomic Energy Commission? 

Mr. Moyen. I just mentioned a few. 

Mr. Yares. Are there a number of agencies? 

Mr. Moyer. Yes. 

Mr. Yares. On the basis of application for positions rather than 
tvpe of agency, | mean what is the nature of the surveys you. would 
be conducting then? 

Mr. WituiaMs. It would be this sort of situation: It involves 
employment. Every person employed by the Atomic Energy Com- 
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mission, including contract employees, must be given a full field 
investigation. The FBI does that. 

Mr. Yates. Is the FBI not presently geared to do that? 

Mr. WiuutaMs. They have a backlog, I understand, of over 100,000 
cases pending. They cannot gear themselves to do it, which, as I 
understand it, is why they wish to get rid of the activity. 

Mr. Yates. Well, would this be in the nature of a preliminary 
investigation such as you conduct now, turning over to the FBI such 
cases as you find might be suspicious? 

Mr. Moyer. It would be a full field personal investigation. That 
is, it would not only involve record checks and inquiries but a full field 
investigation. ‘Then, if as a result of either the record checks or the 
inquiries or the full field personnel investigation we run into any loyalty 
information, that would be turned over to the FBI. 

Mr. Yates. Do you do any such work now? 

Mr. Wiuurams. We actually make the same security investigations, 
by law, for Civil Defense. We are required by the Civil Defense Act 
to do that. 

Then the suitability conversions that we do are very identical to 
this type of thing. There is little or no difference between them. 

As I recall, the bill does provide that we make investigations and 
turn over the results to the agency and they make the determination. 
We make no determination. If they want additional information over 
and above what we have supplied, they may go to the FBI for their 
request of further information on loyalty cases. 


TRANSFERS OF PERSONNEL BETWEEN AGENCIES 


Mr. Yates. What percentage of the turn-over in positions is at- 
tributable to agency changes and what percentage is attributable to 
employees leaving the Federal service? Do you have any records on 
that? 

Mr. Witurams. No, I do not have any specific records. I think 
I could get them for you, though. I think they are available. 

Mr. Yarss. Well, in my experience I have found that many 
Federal employees will go from one agency to another with the open- 
ings that come along and claim the next higher grade. 

Mr. Wixurams. By and large the agency losing the person fills the 
job from some source or another unless it is a forced separation due 
to a reduction in force. To the extent that you get transfers, by and 
large, the losing agency is required to fill those jobs. 

Mr. Yates. I think that figure would be very interesting. 

Mr. WituraMs. I am almost certain that in our employment statis- 
tics that we get from agencies, there is a figure relative to transfers. 
We can give you the information that you want. 

Normally it runs—I know that during the late war that figure of 
transfers averaged about 4,000 a month. That was an abnormal 
period. In normal periods it will be considerably less than that. 

Mr. Yates. Is there any way of decreasing the unit costs of these 
cases? 

Mr. Wruuiams. We think not, sir. As I explained a little while ago, 
this is from actual work reports. Every employee in the Commission 
makes a work report in which he reports the amount of time, the 
amount of work, that he processes and the amount of time he spends 
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onit. Wedo periodically survey those operations to find out whether 
there is some simpler and yet equally effective way of doing it. 

This particular loyalty operation probably has gotten more atten- 
tion from the Commission from that point of view because it is an 
expensive operation by and large. 


AVAILABILITY OF PERSONNEL FOR EMPLOYMENT 


Mr. Puruures. Did you put into the record anywhere the answer to 
my question as to whether, no matter how much money was given 
you, you could secure and provide adequate employees for yourselves 
to carry on such an investigation? 

Mr. Wiuurams. We think we can, sir. 

Mr. Putuutps. For the sole amount you are asking for? 

Mr. Wituiams. Yes, sir, for this reason: As I said earlier, by and 
large this money will go into the services of lower grade people. 
Most of it is out in the field in our regional offices. For the most 
part, our regional offices seem to have no difficulty in finding the 
people they need. 

Mr. Puiturps. How many actual cases have you concluded up to 
the present time? Have you put that into the record? 

Mr. Wiiuiams. For the fiscal vear 1951? 

Mr. Puituips. For any period that vou state, from the time you 
started up to the present time, or for the fiscal year 1951. What do 
you have there? 

Mr. Writurams. For what items of work? 

Mr. Puiuuips. For this loyalty check. 

Mr. Wiuurams. For the record and inquiry cases, we processed 
last year 479,000 cases. 


NUMBER OF CASES UNSUITABLE FOR EMPLOYMENT 


Mr. Puiturps. Have you put into the record anywhere the amount 
of that number that you have found unsatisfactory for unemployment? 
You would find the ones who were not satisfactory for employment, 
but not necessarily on loyalty grounds. You might find them doubt- 
ful or vou might find them—— 

Mr. Yates. Unqualified. 

Mr. Putuuips. Yes, not qualified for some reasons stated on page 
of your written statement. 

Mr. Tuomas. Security risks or loyalty risks. 

Mr. Puuiuures. Security risks or loyalty risks are people whose 
background might not have anything to do with loyalty but were 
unsuitable for Federal employment. 

Mr. Wiuurams. We investigated about 8,000 cases of that type, 
and approximately one out of four were found unsuitable and sepa- 
rated from the service. About 1,800 people were separated for that 
reason. 

Mr. Pures. That would include those people whose loyalty 
was doubtful? 

Mr. Wiuurams. Those would not be the loyalty cases. Those 
people were separated for other reasons than loyalty. 

Mr. Tuomas. To be specific, for what causes? 
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Mr. Witu1aMs. Those would be for serious arrest records, sex 
offenses, and items of that sort. 

Mr. Putuips. Those items listed on the bottom of page 2 of your 
statement? 

Mr. WiuiaMs. Yes, sir. 

Mr. Tuomas. That is 1,800. Give Mr. Phillips the other break- 
down. 

Mr. Parutpes. Yes. 

Mr. WiuuraMs. On the question of loyalty processed in the regional 
loyalty boards, 1,464 cases. Of those there were 1,399 eligible 
decisions and 65 ineligible decisions. 

Mr. Putuures. Wait a minute. What is that total now? 

Mr. Wittrams. There were 1,464 cases processed; 65 were found 
to be ineligible for reasons of loyalty. 

Mr. THomas. And 1,399 were found to be eligible? 

Mr. Wiuu1aMs. In the case of the Loyalty Review Board, which is 
the Washington Board, there were 94 cases processed. Of those 
there were 61 eligible decisions and 33 ineligible decisions resulting in 
separations because of lovalty. 

Mr. Tuomas. About one-third. I take it that is for the fiscal year 
1951. 

Mr. Witurams. Almost exactly half in the case of the Review 
Board and about 5 percent in the case of the regional boards. 

Mr. Tuomas. Is that for the fiscal year 1951? 

Mr. Wiuutams. Yes. 

Mr. Tuomas. What is vour total there, 1,833 and 65? 

Mr. Witurams. Yes, about 1,900. 

Mr. Puruurps. I would make that about a third and about a half, 
65 and 33; 33 is one-third of 99. 

Mr. Wixurams. That is right. 

Mr. Puiturps. That is pretty high. Of course, they are the only 
cases that actually got down to you, but even that is fairly high. 

Mr. Moyer. I might add, Congressman Phillips, with respect to 
these suitability cases that a larger number of persons resigned after 

the investigation was started than were actually separated as ineligible. 
For example, there were 3,900 people who left during the course of 
the investigation. Now, we cannot assume that all of them left 
because of it, but I think it is reasonable to assume that some per- 
centages could have left for that reason. The same is true in the 
loyalty process. As a matter of fact, the number of people who leave 
the service before an adjudication is quite high. 

Mr. THomas. You would not have a figure for that? 

Mr. WiuuiaMs. I have it for a total from the time it started back in 
1947; fifteen-thousand-odd investigations were made by the FBI. 
Approximately 3,000 of those people left the service before their cases 
were decided. 

Mr. Puiuurps. Here is a technical point that I do not understand. 
When you listed at the bottom of page 2, “Conversions to personnel 
services are based upon serious adverse information on such matters 
as sex offenses, alleged criminal conduct, embezzlement of property, 
and so forth,” it isn’t clear to me technically how vou divide your 
work, so you have left out of that statement all question of loyalty. 
Why was that not also included in that list? 
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Mr. Wixiiams. Well, these are nonloyalty cases. 

Mr. Puiuutrs. All of them? 

Mr. Wiuuiams. All of these are purely nonloyalty cases. 

Mr. Yates. In other words, you draw a distinction between a 
suitability case and a loyalty case? 

Mr. Wituiams. That is right. 

Mr. Puizurps. And you handle them separately? 

Mr. Wiuutams. That is right. 

Mr. Toomas. Will you permit a question? 

Mr. Putuips. Yes. 

Mr. Tuomas. In what percentage of your cases do you find some 
information that warrants your further looking into them? 

Mr. Wiiurams. Well, sir, of the record check cases we make—4% 
percent of them develop information that should be looked into. 

Mr. Tuomas. Now, of that 4 percent what part of them either 
resign or are not placed permanently? 

Mr. WiuutaMs. I can’t give you that. I can’t tell you that 
exactly. Of the cases that we finish, that is where the investigation 
goes through the total process, 22 percent result in ineligible ratings 
and dismissals. With 1,700 outright dismissals and 3,200 people 
quitting during the process of the investigation, that gives you 
roughly a total of 5,000 people who left the service on whom we had 
some unfavorable information, out of a total of 22,000. 

Mr. Puiuurps. I have two short questions. Do you have any 
duplication at all with the work of the Subversive Activities Control 
Board? 

Mr. Wriuiams. Not at all. 

Mr. Puiurres. What is the distinction so that there is no duplica- 
tion? 

Mr. WituraMs. The distinction is this: We get cases of employees 
where the Subversive Activities Control Board gets its cases by direc- 
tion of the Attorney General. 

Mr. Puriuuips. Outside of the Government? 

Mr. WiiuiaMs. Either outside of the Government or in the Gov- 
ernment. 

Mr. Yates. Subversive Activities Control Board is under the 
McCarran Act. The Subversive Activities Control Board, as I 
understand it, deals with cases under the McCarran Act involving 
persons who have membership in active Communist organizations or 
in so-called Communist front organizations. A member of the Gov- 
ernment might be in that group or may not be in the group. 

Mr. Puiures. But there is no real place where they duplicate their 
work? 

Mr. Yates. No. 

Mr. Puiuurps. The final question I would like to ask you, Mr. 
Moyer, is this: If we had recessed when we had expected to recess, 
which was the Ist of July or the Ist of August, or at the latest the Ist 
of October, would you have asked the Congress to be called back into 
session to vote this money for you? 

Mr. Moyer. I don’t think so. 

Mr. Puiuures. That is all, Mr. Chairman. 

Mr. Tuomas. Thank you very much, gentlemen. 

It is always nice to see you. 
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HOUSING AND HOME FINANCE AGENCY 


WITNESSES 


B. T. FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNSEL 

PERE F. SEWARD, COMMISSIONER, DIVISION OF COMMUNITY 
FACILITIES AND SPECIAL OPERATIONS 

IVAN CARSON, DEPUTY ASSISTANT ADMINISTRATOR 

JEROME F. MORSE, DIRECTOR, DIVISION OF LOANS FOR PRE- 
FABRICATED HOUSING 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 

JOHN T. EGAN, COMMISSIONER, PUBLIC HOUSING ADMINISTRA- 
TION 

JAMES F. KELLY, BUDGET OFFICER, PUBLIC HOUSING ADMINIS- 
TRATION 

FRANKLIN D. RICHARDS, COMMISSIONER, FEDERAL HOUSING 
ADMINISTRATION 

JOHN D. BURROWS, BUDGET OFFICER, FEDERAL HOUSING ADMIN- 
ISTRATION 


Derense Hovusinec AND Community FaAcILITIES AND SERVICES 


Mr. Tuomas. The committee now has the pleasure of having before 
it this morning our friends from the Housing and Home Finance 
Agency who appear in connection with budget requests totaling 
$76,340,000 as contained in House Document No. 242. We have as 
our witnesses Mr. B. T. Fitzpatrick, Deputy Administrator and 
general counsel; Pere F. Seward, Commissioner, Division of Commu- 
nity Facilities and Special Operations; Mr. Ivan Carson, Deputy 
Assistant Administrator; Mr. Jerome F. Morse, Director, Division of 
Loans for Prefabricated Housing; Mr. John M. Frantz, agency budget 
officer; Mr. J. Stanley Baughman, President of the Federal National 
Mortgage Association; Mr. John T. Egan, Commissioner of the 
Public Housing Administration; Mr. James F. Kelly, budget officer. 

- We also have the Federal Housing Administration represented by 
the very able Commissioner, Mr. Franklin D. Richards. Also we 
have Mr. Murphy, who is assistant general counsel, Mr. Vitale, the 
Acting Director of Research and Statistics, and Mr. Burrows, the 
budget officer. 

Gentlemen, do any of you have a statement for us? We will be 
delighted to hear whoever wants to lead off. 


GENERAL STATEMENT 


Mr. Firzpatrrick. Thank you. Mr. Chairman and members of the 
committee, the budget estimates before you result from the recent 
enactment by the Congress of the Defense Housing and Community 
Facilities and Services Act of 1951, which was approved by the 
President September 1 and became Public Law 139. 


DESIGNATION OF CRITICAL AREAS 


In passing the new law, Congress recognized that unless the Federal 
Government could assist local communities in solving the problems 
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of housing and community facilities which result directly from the 
program to expand defense production, that program will inevitably 
suffer crippling delays. To avoid such delays, the act authorizes the 
President to classify as “critical defense housing areas” those areas 
where he finds that as a result of new or expanded defense activities, 
and of immigration of defense workers and military personnel neces- 
sary for such activities, there is a substantial shortage of housing or 
community facilities which impedes or threatens to impede the defense 
program in the locality. 

With respect to any area determined by the President to be a critical 
defense housing area, the act requires the Housing and Home Finance 
Administrator to survey the local need; work out a specific program to 
meet that need; and publish a statement of the need for general infor- 
mation. In such areas, the act further authorizes six kinds of action 
by the Federal Government to meet defense needs: 

1. Residential credit controls established under the Defense Pro- 
duction Act of 1950 are to be relaxed or suspended. 

2. Mortgage insurance on liberalized terms may be made available 
to private builders under the new title IX of the National Housing 
Act, or under title VIII, which is extended and broadened to cover 
atomic energy installations. 

3. For the balance of this calendar year (and within an over-all 
limit of $200 million), advance commitments for the purchase of mort- 
gages on new defense housing may be issued by the Federal National 
Mortgege Association. 

4. Where the need is temporary, housing of a temporary character 
may be provided through public construction. Where there is a 
permanent need which will not be met by private enterprise (as 
evidenced by failure of local private builders to undertake the full 
job during a waiting period of not less than 90 days after the 
announcement of the need), permanent housing may be provided by 
public construction. 

5. Assistance may be extended to local public bodies in the provision 
of necessary community facilities and services through loans and 
grants; where the necessary facilities cannot be provided through these 
means, they may be provided by direct Federal construction. 

6. If the President determines, with respect to an isolated or reta- 
tively isolated area, that the needs cannot otherwise be met or that 
speculation in land will otherwise result, the Government may acquire 
sites, make general plans for the development of such sites, and 
dispose of the land to private enterprise or to local public bodies for 
development in accordance with such plans. 

In addition, the act authorizes loans within a limit of $15 million 
to existing manufacturers of prefabricated housing in order to retain 
the productive capacity of such manufacturers during the defense 
emergency. 

ITEMS INCLUDED IN ESTIMATE 


It may be helpful at this point for me to briefly summarize these 
items before the committee, as we have done beginning on page 2 of 
the justification. They are as follows: oT 

1. An appropriation of $1,340,000 for the Office of the Adminis- 
trator, to cover the cost of making analyses and surveys necessary 
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for the identification and designation of critical defense housing areas; 
for the measurement of defense related housing and community facil- 
ities needs such localities; and for the preparation of specific locality 
plans or programs designed to bring to bear the resources provided 
by. the act to meet the needs identified. 

An increase of $51,000 in the administrative expense authoriza- 
dhe and of $2.5 million in the nonadministrative expense authorization 
of the Federal Housing Administration, to provide for increased work- 
load resulting from applications for mortgage insurance under the 
new title IX of the National Housing Act, from the extension of title 
VIII, and from the changes made by the act in credit regulations 
affecting housing. 

An increase of $450,000 in the administrative expense authori- 
zation of the Federal National Mortgage Association, to permit the 
association to put into effect the advance commitment authority 
provided in Public Law 139 and in general to use its powers to encour- 
age the freer flow of mortgage funds into the production of needed 
defense housing. 

4. An appropriation of $50 million for the provision of housing by 
public construction in critical areas where private enterprise is unable 
to meet the entire defense related need, including $500,000 for the 
expenses of Public Housing Administration during the current year 
in connection with the development and construction of such housing. 

5. An appropriation of $15 million for the provision of certain 
community facilities—primarily water and sewer systems—essential 
to meet local defense needs. 

An appropriation of $10 million—practically none of which will 
be spent until an active program is initiated—to make title IV of 
Public Law 139 operative by establishing the revolving fund in the 
Treasury authorized by the title. 

7. An authorization of $110,000 to cover added administrative 
expenses related to the expanded program of prefabricated housing 
loans under title V of the new act. 

Most of these powers are urgently needed now. True, the original 
legislation was introduced in January. But during the 8 months 
that passed before the final legislative action, what were then future 
needs have become present needs. The billions of dollars which the 
Congress has appropriated for defense in recent months have made 
their way through the process of allocation and contracting and 
are resulting in the establishment of new plants, the expansion of 
existing plants, the reactivation of closed military installations, and 
soon. The movement of civilian workers and military personnel to 
these new and expanded activities has created in an ever-growing 
number of areas the very problems which the Congress foresaw when 
it began work on this legislation last January. 

Thus, we find ourselves confronted with needs which have piled up, 
and which w eekly grow more pressing. The Housing Agency has 
hoped from the beginning that by prompt action we might avoid a 
situation in which ordinary considerations—such as holding down 
costs and utilizing private enterprise wherever possible—might have 
to give way to simple haste and urgency. We believe that the sooner 
an effective start is made, the more nearly these aims can be realized, 
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ABSORPTION OF COSTS OF DEFENSE ACTIVITIES 


I will not take the time of the committee to repeat the detail of the 
budget estimates, since that is set forth in the written justification 
which has been furnished. Instead I will address the remainder of 
my remarks to the question which I suppose may well be uppermost 
in the minds of the committee: Why cannot these new activities, at 
least for the balance of the current fiscal year, be absorbed by present 
personnel within existing budget limitations? 

I can assure you that we in the Housing and Home Finance Agency 
are fully aware of the firm purpose of the committees and the Members 
of Congress to meet as much of the cost of the defense program as 
possible by curtailment, reorientation and absorption within existing 
personnel and funds. We not only understand that purpose, but share 
it and share the responsibility. Quite frankly, our question is not 
whether we can go still further along that line, but whether we have 
not gone too far already. 

Last fiscal year, after Korea, we began to curtail regular programs, 
and at the same time to take on new defense responsibilities. I will 
not take time here to detail the various actions taken, since they are 
public knowledge. As the year progressed, our defense workload 
steadily increased, with the passage of the Defense Production Act 
of 1950, the issuance of regulation X, and the increasing problems of 
coordinating the bousing programs of the Government with the 
developing materials and manpower problems of coordinating the 
housing programs of the Government with the developing materials 
and manpower problems generated by defense production and military 
activities. 

By the end of the year, we estimate that our expenses in the Office 
of the Administrator alone for new defense functions—not covered in 
the original budget—amounted to some $650,000. This figure relates 
to added functions only, and not to costs of regular programs adjusted 
to serve defense requirements. To meet these costs, we hee only 
$226,500 from the special defense appropriations made last year. 
The balance we succeeded in absorbing within our regular budget; 
and, in fact, practically all of the $226,500 was used to finance services 
obtained from other agencies—only a very minor portion went to 
supplement the staff of the Office of the Administrator. 


REDUCTIONS IN REGULAR 1952 APPROPRIATIONS 


For the fiscal year 1952, our budget problems are far more difficult. 
I am sure this committee will recall that the Housing Agency budget 
was cut as sharply in the regular Independent Offices Act for 1952 as 
any agency in the bill. In accordance with budget instructions, no 
funds for defense activities were included in the regular estimates. 
For the direct appropriation for salaries and expenses for the Office of 
the Administrator, we requested $4,330,000. The Congress approved 
$3,010,000—a cut of more than one-third. In connection with the 
advance planning programs, we requested $1,100,000. This com- 
mittee and the Congress approved $550,000—a cut of one-half. In 
connection with prefabricated housing loans, we requested $185,000; 
the Congress approved $157,000. 
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When the Federal National Mortgage Association was transferred 
to HHFA after almost a quarter of fiscal 1951 had passed, its going 
rate of expense on an annual basis was about $5.6 million. During the 
balance of the year we reduced that rate by more than a million. For 
fisca) 1952, taking account of what then seemed reasonable assump- 
tions, we requested $3.6 million—$2 million below the rate at the time 
of the transfer. The Congress approved $3,060,000. 

In connection with the Public Housing Administration, the appro- 
priation cut foreshadowed by the action of the Appropriations Com- 
mittees and the House was so severe that a reduction in force was 
made eliminating some 300 employees as of June 29, even though 
an employment “freeze”? had then been in effect on last year’s funds 
since early in March. In the Federal Housing Administration, reduc- 
tion in force notices have been given to about 1,000 employees since 
congressional action on 1952 funds became known. 

We are not pointing out these cuts in any spirit of complaining or 
objecting to the decisions the Congress has made. 

Mr. Tuomas. What is the purpose then? 

Mr. Firzparricx. The purpose, Mr. Chairman, is to get these 
facts before you, because I think they are important facts in relation 
to our current request and where we stand today. The purpose is 
to show, as I will develop a little later in my statement, that we do 
stand in a fairly serious position personnelwise and budgetwise at 
this point. 

Those decisions are settled and accepted. But it is important in 
connection with these present estimates to establish the plain, prac- 
tical facts with which we have to work: and the cuts made in the 
annual budget make up a very important part of the facts. 


CURRENT EMPLOYMENT—OFFICE OF THE ADMINISTRATOR 


At the end of the fiscal year, there were about 860 employees on 
the payroll of the Office of the Administrator, exclusive of the Federal 
National Mortgage Association. Funds available under the regular 
1952 appropriation would support about 700. At- the present time 
we have about 840 people in all. In other words, we have around 
120-130 more people actually employed than we can carry for the 
balance of the year if the supplemental appropriations for defense 
activities are not made available. 

What has happened is simply this: We have kept on about 120 
people who normally would have been let go after June 30, because 
of lack of funds. Of course, some of those engaged in these defense 
activities have been newly employed, while others have been reas- 
signed to defense functions. But the net effect is that there are about 
120 people engaged in defense production and defense housing and 
community-facilities activities which cannot be supported without 
these appropriations. 

Mr. T'Homas. Suppose you do not get these funds; how are you 
going to pay those people, the 120 people that have been kept on? 

Mr. Firzparricx. Mr. Thomas, this agency has never come to this 
committee with a deficiency, and we won’t this time. If the funds are 
not made available to us, we have no choice for the balance of this year, 
but to slash much deeper than otherwise we would have had to. 
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Our choice has really been either to cut them now—in which case 
we would either have had to drop our defense activities or almost 
completely abandon some of our regular functions, for which we had a 
one-third cut. Now, we had requested a supplemental appropriation 
to carry those added defense activities. Funds were requested in June 
in connection with the supplemental appropriation under the Defense 
Production Act, and that is still pending on the Senate side. 

Frankly, we just didn’t see how we could just drop activities which 
are obviously fairly essential to the defense program. We felt we had 
to postpone it until later in the year, and that means per se that if 
adequate funds are not available, the cuts which we will have to make 
will be much deeper—but that is what we would have to do. 

Mr. Yarss. Is that not an incongruous statement when you say 
that you only have funds for so many people, yet you have 120 more 
people employed than funds are available for? 

Mr. Frrzparricx. Those 120 people are on the defense activities. 

Mr. Yates. How are they being paid? 

Mr. Firzparricx. They are being paid out of our current appro- 
priation, but for that reason we are currently running at a rate we 
could not run at for the balance of the fiscal year. 

Mr. Yarsgs. I see. 

Mr. Frrzparricx. If funds are not made available, we will make 
our adjustments in the balance of the year by simply cutting much 
deeper. 

At this point, let me make it perfectly clear that we are not con- 
templating a violation of the law against deficiencies. The Housing 
and Home Finance Agency has never come to this committee with a 
deficiency and will not do so in this case. I said earlier that we have 
some 120 people on the rolls who normally would have been let go. 
They are people who have been hired or kept on for essential defense 
work which was there to be done. 

Supplemental appropriation requests for defense funds have been 
pending before the Congress since last June; and we did not believe 
the Congress would want us to dismiss the employees and disrupt the 
functions during the very period when appropriations were being 
considered. But I want the record to be perfectly clear that if the 
Congress does not provide funds at this session, we will take appro- 
priate and sufficient action to finish the fiscal year within funds 
already available to us. As I said before, we have no thought of 
coming back at the next session to say that we will run out of money 
before the end of the year. However, it should be equally clear that 
such drastic action—if we should have to take it—would make it 
impossible for us to move ahead under the Defense Housing and 
Community Facilities and Services Act of 1951; would sharply restrict 
our already limited resources for carrying out defense production 
activities; and would impose further very heavy cuts on regular 
activities—already reduced to a minimum basis—in order to avoid 
discontinuing special defense activities completely. 

I shall be glad to answer any questions your committee may have, 
Mr. Chairman. 
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SuMMARY OF BupGet EstTIMATES 


Mr. Tuomas. Gentlemen, we have read your justifications rather 
carefully and without any lost motion on the part of the committee 
and to conserve your time as well as ours, we will go into your budget 
here. 

You are seeking $79,451,000 for all of the interrelated activities of 
the Housing and Home Finance Agency in the form of a supplemental 
appropriation to augment and help you carry into effect the provisions 
of Public Law 139, the Defense Housing and Community Facilities 
and Services Act of 1951, which was passed and signed by the Presi- 
dent on what date? 

Mr. Firzparrickx. September 1, 1951. 

Mr. Tuomas. Is that statement accurate? 

Mr. Firzparrick. Yes, sir. 

Mr. Tuomas. The justifications are just about as complete as you 
can make them under the circumstances, and the meat is in here. 

Mr. Reporter, at this point of the record will you insert page 5, 
which is a summary of the budget estimates. 

(The page referred to is as follows:) 


Provision of defense housing and community facilities and services—Summary of 
budget estimates 




















| 
} Administra- 
| net Program Total 
| 
Determination of locality needs for defense housing and com- 
munity facilities Be nad Loon due Suda tonbie wee eens Gl, SUR O00 thc. cose se $1, 340, 000 
Federal Housing Administration: 
BEI I II ey APA EE. 8 ae aeons 51, 000 
Nonadministrative expenses. .-.-...........---......-.-.. _e Fh Rees 2, 500, 000 
Federal National Mortgage Association--...........-.-------- oe aw ee 450, 000 
Provision of public defense housing --_-.-..-..-....------------- (500, 000)! $50, 000, 000 50, 000, 000 
Provision of community facilities. .............------..--.-..- | (140, 000) 15, 000, 000 15, 000, 000 
Development of isloated defense sites -.........-..-.------.--.|.------------- 10, 000, 000 10, 000, 000 
Loans for prefabricated housing (administrative expenses) ----- ROWE Fao nese 5a acete 110, 000 
| eal be sa ata eb. i 4, 451, 000 | 75,000,000 | 79, 451, 000 








1 Items in parentheses show estimated fiscal 1952 usage of program funds for administrative expenses. 


Mr. Tuomas. The summary of the budget estimates listed on page 
5 is made up of some eight items. 

The first is the determination of locality needs for defense housing 
and community facilities, which is directly under Mr. Foley’s office. 
For that purpose the amount of $1,340,000 is sought for administra- 
tive expenses. 

Under the Federal Housing Administration, there is a request for 
$51,000 for administrative expenses, and $2,500,000 for nonadminis- 
trative expenses. 

For the Federal National Mortgage Association, $450,000 is re- 
quested for administrative expenses. 

Item No. 4 is the provision of public defense housing with admin- 
istrative expenses of $500,000, which amount is included in the total 
request of $50,000,000. 

The next item is the provision of community facilities, with admin- 
istrative expense of $140,000, which amount is included in the total 
of $15 million. 
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Next is the development of isolated defense sites, where you have 
not been able to arrive at the administrative costs, but the authoriza- 
tion is $10 million, and the full sum of $10 million is requested. 

For loans for prefabricated housing $110,000 is requested for ad- 
ministrative expenses. 


Referring now to item No. 1, namely, the determination of locality 
needs for defense housing and community facilities, an item of $1,340,- 
000 in the Administrator’s office, I think it would be well, Mr. Re- 
‘onto at this point to insert the summary of the estimates which 

egin on page 2 and continues on to page 3. 

(The summary of the estimates is as follows:) 


SUMMARY OF THE ESTIMATES 


As related to the new functions and powers enumerated above, the budget 
estimates submitted by the President in House Document 242 and justified herein, 
may be briefly summarized as follows: 

1. An appropriation of $1,340,000 for the Office of the Administrator to cover 
the cost of making analyses and surveys necessary for the identification and desig- 
nation of critical defense housing areas; for the measurement of defense related 
housing and community facilities needs in such localities; and for the preparation 
of specific locality plans or programs designed to bring to bear the resources 
provided by the act to meet the needs identified. 

2. An increase of $51,000 in the administrative expense authorization and of 
$2.5 million in the nonadministrative authorization of the Federal Housing 
Administration, to provide for increased workload resulting primarily from 
applications for mortgage insurance under the new title IX of the National 
~ ousing Act, and from the changes made by the act in credit regulations affecting 

ousing. 

3. An increase of $450,000 in the administrative expense authorization of the 
Federal National Mortgage Association, to permit the association to put into 
effect the advance commitment authority provided in Public Law 139 and in 
general to use its powers to encourage the freer flow of mortgage funds into the 
production of needed defense housing. 

4. An appropriation of $50 million for the provision of housing by public 
construction in critical areas where private enterprise is unable to meet the 
entire defense related need, including $500,000 for the expenses of the Public 
Housing Administration during the current year in connection with the develop- 
ment and construction of such housing. 

5. An appropriation of $15 million for the provision of certain community 
facilities—primarily water and sewer systems—essential to meet local defense 
needs. 

6. An appropriation of $10 million—practically none of which will be spent 
until an active program is initiated—to make title IV of Public Law 139 operative 
by establishing the revolving fund in the Treasury authorized by the title. 

7. An authorization of $110,000 to cover added administrative expenses related 
to the expanded program of prefabricated housing loans under title V of the 
new act. 


DETERMINATION OF LocaLity NEEDS 


Mr. Tuomas. And I will ask that there be inserted at this point the 
table appearing on page 15, which is a breakdown of the item of 
$1,340,000. 

(Table referred to is as follows:) 
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Administrative expenses—Determination of locality needs for defense housing and 
related community facilities, fiscal year 1952 




















a ar neck acdanane dino acieepeaee 264 
ee esaunaene dnasnen= o> sanee 171 
i ie eames WOTNIOUSR is 1 eons oh es cc esse ecm $924, 500 
es Se dab och baer pwn “3 mere i> ores 75, 500 

03 Transportation of things.__.....-.--..--..-------------- 3, 000 

ee Se acc coerce ew nseswensscns 27, 500 

05 Rents and utilities services_--_-........-...--.----------- 18, 000 

06 Printing and reproduction. _-_......-.-..--------------- 8, 000 

G7 Other contractual services. =... eet ek 2, 000 

Processing applications for participation in local defense 

RCI Cd SANs SS A ee ace 150, 000 
Vacancy-occupancy surveys_.......----------------- 100, 000 

08: Supplies and materials... 2 5 - 2c lk el eee 6, 700 

a a a eB Loh tk woeen= ine 24, 800 
AGERE Sg oo cle eel iif Set SUR I AI ES ak a 1, 340, 000 

Personal services by organization unit 
Positions | Man-years Salary 
IN i ts bo bisa dade p neha edeienssdedauss nee 36 23.3 $140, 800 
ans Lice s, Wis teeny chant etee aoa heed rippin emigre w ioaitandeie 2 2.0 10, 400 
I od a he a a enwbnbabadddede 9 5.3 27, 300 
ee NN nS. donc ccnhapepasnnassesnendamaiigin 17 9.5 35, 600 
ET Nd i bi lal Olu dedawetwccbbiegice 3 2.0 10, 000 
ES EE OE ae FE ICE OT ae OE | 5 2.9 16, 300 
Total: | 

Departmental... -..--..- TN GARE PS SE eee 72 | 45.0 240, 400 

_] Beeb aRe ee FA SULA PANES BPE i is 206 | 144. 0 727, 600 
Deduct: Reimbursable from FSA.............--.--.--------..-.---- | —14 |} —8.0|- —43,500 
UE treet new ION Uo a a | 264 | 171.0 924, 500 








Mr. Tuomas. The breakdown of the item of $1,340,000 shows the 
following: Personal services, $924,500; travel, $75,500; transportation 
of things, $3,000; communications services, $27,500; rents and 
utilities services, $18,000; printing and reproduction, $8,000; other 
contractual services $2,000 processing applications for participation 
in local defense housing quotas, $150,000—that is an FHA item— 
vacancy-occupancy surveys, $100,000; supplies and materials, $6,700; 
and equipment, $24,800. That is a total of $1,340,000. 

There will be required a total employment of 264 people in the 
Administrator’s office, who will be divided with 72 in the District of 
Columbia and 206 in the field. You deduct, as reimbursable from 
the Federal Security Agency, 14, making a net of 264 employees. 

Does that mean that the Federal Security Agency is going to pay 
for those 14, or are you going to pay for them? 

Mr. Firzparrick. The Federal Security Agency will pay for them. 

Mr. Tuomas. If my memory serves me correctly, there has been a 
committee under the jurisdiction of the National Production Authority 
for several months doing this exact same work, namely attempting to 
investigate and come up with a decision as to what areas will be 
declared critical and the number of them. That committee is made 
up, if again my memory serves me correctly, of a representative from 
Housing, a representative from each of the three armed services, from 
the Federal Security Agency, and one from the Department of Com- 
merce. Is that reasonably accurate? 
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Mr, Firzparrick. The Department of Labor is represented and 
the Office of Defense Mobilization. 

Mr. Puiuuips. Not the Department of Commerce? 

Mr. Tuomas. The Department of Commerce is not in that? Any- 
way, there are some eight or nine agencies, and that committee has 
been functioning. It is known as the Kaul committee and it has been 
in existence some 6 or 7 or 8 months. Is that about right? 

Mr. Firzparrick. It has been in existence since April or March, 
Mr. Chairman. 

Mr. Tuomas. Of this year? 

Mr. Firzpatrick. Yes, sir. 

Mr. Tuomas. That would make how many months, then—six? 

Mr. Frrzparrick. That is right, sir. 

Mr. THomas. What is the need then for this large amount of 
money, and some 264 employees to do this work which I presume has 
been fairly well developed by another committee? Can you give me 
a quick answer to that? 

Mr. Firzpatricx. Yes, Mr. Chairman. The committee to which 
you have referred. has been known as Interagency Committee on 
Critical Defense Housing Areas. The general procedures which have 
been developed in the Committee, it is perfectly true, are similar in a 
general way to the procedures that will be followed in connection with 
the activities under title I of the Defense Housing Act. 

Quite frankly, however, the standards which are specified in the 
new act are drawn partly from types of things which that committee 
was not called upon to find. Now, I think there are two major items 
in the work of any committee under the new act which are quite sub- 
stantially different from the work of the committee previously estab- 
lished. The only tool that we have had for encouraging or channeling 
housing into these defense areas is through the relaxation of credit 
controls. The type of information which is needed for that amounts 
to not much more than rather rough approximations of what the needs 
are and what can be done for meeting them through the relaxation of 
credit controls alone. 

For example, in the FHA Act, in title JI, the concept of economic 
soundness limits quite materially, I think, the FHA insurance that 
may be made available. The whole purpose of the new title [X of 
the National Housing Act is to permit the FHA, in its evaluations of 
the market in defense areas, to depart somewhat from the concept 
of economic soundness toward the concept of acceptable risks—— 

Mr. Tuomas. Well, Mr. Fitzpatrick, if I may interrupt you there, 
aren’t you attempting to set up another little unit? What difference 
does it make about words here? After all, the area is either critical 
in respect to housing or it isn’t critical. 

Of course the act is none too helpful. Housing and community 
facilities should be handled by the same agency. Certainly the people 
who build the housing ought to build the community facilities or vice 
versa. It ought not to be in the hands of two separate and distinct 
agencies. 

We all have lived long enough and operated in Government long 
enough to know that you are going to have two competing agencies 
and you are not going to be able to get along. The community 
facilities people are not going to agree with the ousting people, and 
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vice versa; and the upshot of it is that there are going to be more com- 
mittees, more red tape, more of this, that and the other. 


Any is Now what are you going to know that the Kaul committee does not 
oo know and has not been able to develop? 
been 
NUMBER OF CRITICAL AREAS 
arch, 
Mr. Firzpatrrick. The Kaul committee has had before it a total 
of about two hundred and thirty- or two hundred and forty-odd areas. 
° There are 132 still awaiting consideration. About 40 areas have been 


2 > certified. About 40 areas have been denied. Again, as I said, that is 
> on the basis of only a rough approximation of what the actual needs 
it of 7 are in the areas. 
ehas Our current estimate is that under the new act something in the 
emeé | neighborhood of 800 localities will come up for consideration, of which 
, + about 600 will have to be considered, resulting in about 400 that will 
rhich = be certified. 





e on | Mr. THomas. I notice you gave some figures of 400 and 600. 
have | Mr. Firzparrick. Four hundred to be certified and six hundred to 
"mM & | be actually considered. 
with | Mr. THomas. Where did you get that figure of 400, and where did 
you get that figure of 600? You did not take that out of thin air? 

1 the | ° Mr. Firzparrick. No, Mr. Chairman. I can give you an indica- 
uttee =) tion what the military alone has indicated in their judgment are prob- 
items =| Jem areas to them. 
sub-- | Mr. Tuomas. This is a good time to get that in the record. In 
stab- 7) how many places has the military alone indicated areas are to be 
eling =) declared critical? 
redit = Mr. Frrzparricx. Mr. Chairman, this is not totaled up, but it is 
ounts a list of eight pages of areas, organized on a State and locality basis. 
needs Mr. Tuomas. Can you estimate it right quickly? 
onof | Mr. Frantz. In the neighborhood of 200. 

(Norr.—The list actually includes 326 individual cities.) 
lOMIC Mr. Tuomas. In the neighborhood of 200 that the military alone 
that ~ estimated should be declared critical areas; is that correct? 
[X of Mr. Frantz. Yes. 
ns of Mr. THomas. What part of the 132 that has been under investiga- 
neept — tion by the Kaul committee is included in the 200 recommended by 
van the military? 
there, =| Mr. Frrzparrick. We can supply that for the record, after a cross 
rence — check of the lists. 
‘itical | Mr. Tuomas. Yes. 

é I think it would be well to insert that list of places recommended 
unity — by the military at this point in the record. 
eople ’ (The list wit fst to 1s as follows:) 
Pine In response to the chairman’s question the following is submitted: Of the 326 
stinct ’ individual communities listed below, an examination of the cases pending and 

handled by the committee shows that 185 of these communities have not been 

t long : considered by the committee and are not now included in the cases pending before 
encies 4 the committee. 
unity 


», and 






















State City Service Activity j 
Alabama --_-.-..... PEGE Se ERLE EM ee Shay Army....... Fort McClellan. 
Eee | ORG SRRR IF pea! Fs do......} Anniston ordnance.! 
ese tast es ‘Bieminghem Ricecebdneocweheed Air Force___| Birmingham et Airport. 
ee Ea ES Anniston Ordnance Depot.! 
iis sccsuieniciel Daleville EAE ERATE MORE ESS 5 tS eT o_.....| Camp Rucker. 
PR ee SRR PAPE eR .--| Redstone Arsenal.! 
I RE Pe Air Force_-.| Gunter Air Force Base. 
TPO A snebccuae | ONES AE REA Camp Rucker. 
RG RR Selma _._.... Craig Air Force Base. 
Arizona.....----.-- Bellemont _- Navajo Ordnance Depot. 
Chandler. - Williams Air Force Base. 
RES Rees T ay Na Ordnance Depot 
FOrt GAGES - « «2.260 one en len OO 3 n0nd Fort Huachuca. 
| BEG Pa ed 5 ade “Air Force __.| Lake Air Force Base. 
RRC PRIS Bree baa =: do__....| Davis-Monthan Air Force Base. ¥ 
NS So. umicit Cooney i, pee Command installation. d 
|” RE RIG Oath: Army....... Camp Chaffee 
SRE BAR do____--| Pine Bluff Arsenal.! 
no SRN oe Se Te aah Camp Irwin. 





























d 
+ a Rea haar — ee 
Monterey. £8 SRE eee chs sh Se etch 
ere Fie Air Force. 
| Ord. pe enastnenn sch esnwinn| ets Soe 
ESTEE ATES NIE | Air Force. 
NE os. ct cin <p eicden Army.....-- 
Polk OES UR a (pfs ” weer. & 
Paso Robles.....-___- aaa | re. | Feet 
mevereee . 22-2. canted | Air Force - 
EE REN RS REE 
.do RB ke WET ee 
San Bernardino___-_-.------- Piegee” © ihe 
OUTONONEG 2.3 dt didn ccae Avy... ik 
San Diego area..........-...-- NaVY...icns 
desrad Ri ce tddidibasenasclebes Air Force. 
J oes a. alinln Sqn PEMD nn cetetes 
RES See San Francisco area (bay area) Cac. sek 
EES S San Francisco area_______..-.-- Pepe: Yea ee 
Serer San Mienel._........... Armv..-...-- 
POL A okdbcdad SS Ea aa eer pea Air Foree 
EE aia NG Se ae Se Army. 
| eee IR Ee so cs hn oak hoa oar ee eae 
I diincdliemaniatee a cal is esac Ma ES. 
Se Vallejo area. ........-.-. Navy .. 
BO veechacee | EET See this Air Force 
Colorado........-- See ae | ae 
D ete RB singe aS pe eta Pe do .. 
Colorado aeons sichnits do 
paket ee eeane Air Force 
-do. 3 H B30 _..do 
Denver i. Army.....- 
Se <a hae 
siti do SF eweutliitsts Navy _ 
do- i 
ee” pO eee Cet CR ot 
ES ER ate, SSPE 
Pueblo. 
Hartford. 
Dh epeaea neu anaer “te 
oN Eee eee New Haven .........-...--.-- pee Neck 
ea New London. heats. Navy....-.- 
nee do vy names Air Force __- 
a Se Bs YF th “Southineton_...._-__..-_-._- Navy...-.- 
BO tsb une WeberOUty.... scUs.cnse. tens Air Foree.- Ey 
Delaware. __..---- Ane evel ng EE Ne eae at aes. ee 
See Wierik, oo oy “ RAG 
| Re SE PE SRE SSS ee dees: MEI Liste 
Saree Jacksonville ...____---.--_- Navy.....-- 
aE SE PG abs beelciciianswire wtdentadiane do. 
ee NIN ck ists cichnermonrontoe Air Force... 
tees. | eee Reese! RS 
ae ees 2 ES Se acer do 


1 Indicates industrial installation. 


Command installation. 
Benicia Arsen 

i Cooke. 

Sierra Ordnance Depot. 
Travis Air Force Base. 
Sierra Ordnance Depot. 
Sharpe General Depot. 
Camp Cooke. 

Command installation. 


Industria! reserve plants.! 
Industrial activities. 
Beale Air Force Base. 
Castle Air Force Base. 
Fort Ord. 

Edwards Air Force Base. 
Fort Ord. 

Shoemaker Air Force Base. 
Camp Stoneman. 
Sacramento Sienal Depot. 
Camp Roberts. 

March Air Force Base. 
Mather Air Force Base. 
McClellan Air Force Base. 
Norton Air Force Base. 
Sacramento Sienal Depot. 
Industrial reserve Mants.! 
Industrial activities.! 
Command installation. 
Industrial reserve rlants.! 
Command installation. 
Camp Roberts. 

Hamilton Air Force Base. 





Camp Cooke. 2 
Sharpe General Depot. 3 
Camp Cooke. 

Command installation. 

George Air Force Base. 

Pueblo Ordnance Denot. 


Fitzsimons Army Hospital. 
Camp Carson. 

Ent Air Force Base. 
Peterson Air Force Base. 
Fitzsimons Army Hospital. 
Rocky Mountain Arsenal.! 
Comman‘ installation. 
Lowry Air Force Base. 
Camp C rson. 

Rocky Monntain Arsenal.! 
Pueblo Ordnance Depot. 
Industri»! reserve plants.! 
Industrial activities. 


Command installation. 
Industriv activities.! 
Industrial reserve plants.! 
Industrial activities.' 

Dover Air Force Base. 
New Castle Air Force Base. 
Patrick Air Force Base. 


Command installation. 7 
Do. 

Orlando Air Force Base. 

| Tyndall Air Foree Base. ; 

| Pinecastle Air Force Base. 4 
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1 Indicates industrial installation. 
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Command installation. 
McDill Air Force Base. 
Eglin Air Force Base. 
Turner Air Force Base. 
Fort McPherson. 
Industrial activities.! 
Camp Gordon. 

Fort Benning. 

Camp Gordon. 

Camp Stewart. 

Robins Air Force Base. 
Command installation. 
Dobbins Air Force Base. 
Hunter Air Force Base. 
Moody Air Force Base. 
Mountain Air Force Base. 
Command installation. 
Scott Air Force Base. 
Command installation. 
Industrial activities.! 
ae reserve plants. 


Joliet Arsenal.! 
Rock Island Arsenal.! 
Industrial activities.) 
Chanute Air Force Base. 
Industrial activities.) 
Do.) 
Indiana Arsenal.! 
Indiana Ordnance Works.! 
Wabash River Ordnance Works.! 
Command installation. 
Camp Atterbury. 
Industrial activities.! 
Do.) 
Do! 
Fort Benjamin Harrison.! 
Indiana Arsenal.! 
Fort Benjamin Harrison. 
Wabash River Ordnance Works.! 
Industrial activities. 
Iowa ordnance plant.! 
Industrial reserve plants.! 
Indwstrial activities.! 
Rock Island Arsenal.! 
Sunflower Ordnance Works.! 
Do.! 
Fort Riley. 
— Ordnance Works.! 
o.! 
Fort Leavenworth. 
Kansas ordnance plant.! 
Smoky Hill Air Force Base. 
Forbes Air Force Base. 
Industrial activities.' 
Wichita Municipal Airport. 
Blue Grass Ordnance Depot. 
Goodman Air Force Base. 
Fort Knox. 
Camp Breckinridge. 
Fort Campbell. 
Blue Grass Ordnance Depot. 
Camp Breckinridge. 
Blue Grass Ordnance Depot. 
Alexandria Air Force Base. 
Lake Charles Air Force Base. 
Camp Polk. 
Louisiana ordnance plant.! 
Command installation. 
Industrial activities.! 
Louisiana ordnance plant.! 
Barksdale Air Force Base. 
Limestone Air Force Base. 
Presque Isle Air Force Base. 
Aberdeen Proving Grounds. 
do 


Army Chemical Center. 
Command installation. 
Andrews Air Force Base. 
Army Chemical Center. 
Camp Detrich. 




















Fort George G. Meade. 
Do. 















































State City Service Activity 
Massachusetts....| Ayer............-...-------.-- RIM .2 cnca2 Fort Devens. 

SE ee Ee hy St Air Foree...| Hanscom Air Force Base.' 

I. 2 __ Ate e Ey Se ee ee = GOs5 caus rance G. Hanscom Air Force Base. 

Ee 5 pee WO ae N ves * Sire: Command installation. 

PNG Ook cicasbaints A Se Oss ics Industrial reserve plants.! 

Ws acinsin WN da ook ak cuekcboasowwe “Air Force. ..| Industrial activities.! 

yee Buzzards Bay_____---------.-- Army....... Camp Edwards. 

eee Cambridge... .............--- Air Force_._| Industrial activities.! 

OE ssatcinnanaons Chicopee Falls_--..-..--.------ st AO a5 circ. Westover Air Force Base.! 

nll Se aes CLS “Army. ..| Camp Edwards. 
SES FLD Re Air Force__.| Otis Air Force Base.' 
SN ee x ESE Industrial activities.! 
Su Roy So ee a wae Do. 
RL A a Ae OP. c22 Do. 
Quincy PSA SESE Ea SEE REESE: hate Do. 
0S TE ea ae ete Lele Do. 
v | Sa EE EES ok SRS Soy Do. 
Eee Army.._...- Fort Custer. 
mane“ Ag 0o CA Gt ee REE ® Le pee Industrial reserve plants.! 
NE a RE ee Air Force. __| Industrial activities. 
M eens Clemens... eS Selfridge Air Force Base. 
Pes ELE LSE MO 257 Oscoda Air Force Base. 
Siteeeen,......... Seen oe etl akc ee a es Industrial activities.' 

1S CE Se ee ae be tad Duluth Airport. 

|S Minneapolis in) ESR SAE fs ee Industrial activities.* 

i 2S oc ot ce een caehnde Cease cope Et te Minneapolis-St. Paul International 

Airport.- 
ee See (ER octet aR Ee Leaping ba a 4 Wold ener (command installa- 
tion). 
Migtintnh«. . | Seed cx theenenkh n= 5- sone _..do_......| Keesler Air Force Base. 
eS eee a... Grandview Air Force Base. 

CES a Jefferson City y Fort Leonard Wood 

| RES Lebanon. _. d Yo. 

re McElhaney Camp Crowder. 

10... ccccncs) eee ee Fort Leonard Wood. 

ST Aa RA ee eration St. Louis Medical Depot. 

6s ec cctana bonged = help: Industrial activities.! 

SR Fy. ek Chat aE Cee eee Industrial reserve plants.! 

ied South Neosho Cam» Crowder. 

Do... ___..| Springfield __ RR. Fort Leonard Wood. 
Montana___---_-- 5S Rei a Se tea, | Great Falls Air Force Base. 
Nebraska. .......- clint ERS age Nebraska ordnance nlant. 

SUR cbenuns I nr sntiiecdvule << camel Navy. ....-- Command installation. 

eerie ES bs angen it ds cc aon sh Air Force...| Lincoln Air Force Base. 

| ere ere ae acetals daaccpieghs Army-_-_...- Nebraska ordnance plant. 

| aa SE ie ecchb oneadhcadccwneeeieaeta do Do. 

ise 5c chad BG fe dates Bes deeunda cntnegi Air Force.._| Offrtt Air Force Base. 

Do.... OS ID TINTS APU Asay cS Sioux Ordnance Depot. 

Do EN tngshte wn wabeciek sete do. Nebraska ordnance plant. 
Nevada ees Navy- Command installation. 

Do... Saitek REE ccnnskcabacnsc~pes] Aer eee Nellis Air Force Base. 

New Hampshire PIE nn : do. _| Industrial activities.! 
Phage Bae do. cone Navy.....-.| Command installation. 
New ee oy. > Belle Meade_.._-....--.--.-- Astey Soci Belle Mead General Depot. 

1 2S eicameka | Se. St TERE Fort —— 

eine ie iia la nce seca pee Raritan Arsenal. 

lie tea ok oraecnatiin Air Force__-| Industrial activities.' 

te Th cence = RS Bi ei Camp Kilmer. 

iis % inmimssiod do. icctanemashtackeuaiaed do-_ Raritan Arsenal. 

aa New Egypt_. Nee OS CR eal a ebeds Fea Fort Dix. 

SSR PRE ES le chnsnncnemtipadoaeae do.......| Fort Monmouth. 

Etat. iin Sai Rares eo TS Fort Dix. 

| FS EE Tian cbedsnaackmnepolakand WOcdecaics Camp Kilmer. 

epee sete So seterienc acnce nsiepaleteall iesctiets a Belle Mead General Depot. 

a ek wie rw ainnten tn sane OSes Fort Monmouth. 

Reese pote: __ Oa Navy. Command installation. 

eS a aa adn ks sain nits Air Force- Watson Laboratories (command in- 3 

; stallation). E 
I on ciao apne Army..-....- Belle Mead General Depot. q 
Stelton, Middlesex ‘County OM Suid Camp Kilmer. 
ie edict’ alin xaos ition iecatina ss Fort Dix. 

Ww welgetewe. ace NE I ie po eb a EE Do. 

Shah 5 lps REE Raa DRS Air Force-- Do. 

BRAS det a eR: . do._.....| MeGuire Air Force Base. 

Aibuqwierdiue do Kirtland Air Force Base. 

(SER ae See Army _..| Sandia Base. 

Clovis_.....................--.| Air Force...} Clovis Air Force Base. 7 
aii ae, Sea Ae Army Wingate Ordnance Depot. : 
Roswell.......... Air Force...| Walker Air Force Base. 

Ei cempkpueacacien te Army _ | Wingate Ordnance Depot. 

Binghamton... Air Force. __| Industrial activities.' 

“es Buffalo do Do. ' 

Do Elmira a do Do 

Do Tfempstead - - do Mitchel Air Force Base. 

Do eS do Industrial activities.' 

SSI Johnson City..............--- tT” Re Do.! 


1 Indicates industrial installation. 
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Activity 








| Tullahoma 


1 Indicates industrial installation. 


89877—51——_6 














New York-_.-.--- og.” WIE UE eas | Air-Force__ 
ey. aes on. gl CT RS ee | do 
Se New York area____..---------- Navy..... 
ee se New York City area. _____-- _..do 
We et. New York City (Borough of | Army______- 

Brooklyn). 
Riethi 4.» s-k.00 Niagara Falls--........--..--- Air Force__- 
1 aa MOONE ok. ondanis > seer Navy... 
Do x. ole | Sea EO Se Sa. Air Force... 
ape eS pS a Cle Peete eer ee ...-d0 
Do x OnE age ckdcaee do 
| EMER Go > o BE REESE A Kalayee: do... 
Do Schenectady. .........-.------ tS ee 
pg Ss Bie Ls A at Air Force 
Pe: 3cue ene en EN SPSS | Army 
6:.... Syrac RE Ee | Air Force 
Do FY Lotiin | MO cc La sacckacusae | do 
North Carolina PENG SoCs erase isu | Marine 
‘ Corps. 
bo ot as 5 02a, fonse seeds. Army e 
Do et Aa We 3g ORR Air Force 
Do ..| Fayetteville... -. --..| Army 
EAR ORS: ec, . ERS Aenea Marine} 
Corps. | 

North Eoebinte. 2 oF G 5 5 ce ce Se cabo Sh cclak Amanat 

Ohio sing LIER Eas Stl Seda rasa wre date elria tale | Army_.---- 
Do A ME Pree oe oe 
Do Ly RAG bao dee Soc | Navy = 
Do WE A a” ee 
Do EES a ate Ae ae pe pees | 
eee ST, 5 SS EERE te | Air Foree. - -| 
7 EER Bo a Navy | 
Pe 2 Wiese oe ook cctst eee Air Force___| 
Do BO Et Se ee do --| 
Do sasats ETERS do | 
a Toslemenig. 2 SSeS on ASMy~...5-. | 
De... ME Se ee Gn be } 
es a eee BERS IS I Oe Saas ape * eee | 
RRM TS Sees Kae © eee 
SE: cn dk Se ae ere 
Pe ue ERENCE SE STE a eeepc weiss ae P| 
Se oi) UGS SE A to see do... 

Onigeoane het catch | SERAPOA SAM a Sead ee as 

Panis sain REPLY RS S28 See Air Force. - 
to Pedra wicks OS SAE RR le EE Army----_-- 
ES an es | See ee Navy... 

fa 7 ” eae ah Seen Army..._--- 
oN AIS _ . | Se Sie ys BES i Se do... 
on eR EB ay: RES ce a SS Ss a 2 eens 

Pennsylvania. - --- ON Eee, LER: ae een 
“| MRS ST ETE, LSS ye 
Oe aac cccicucaal 0 ON i aes ee Biisc- 2 
SE hid din woten elie ei Rae FP 60.62.54 
_ EERE Sexe a eee eles | e's re 
| IE. J) TR a eee as Be , ee 
YS aa  , ea eS ee | Air Force... 

, oon Cumberland... ----.--.--- | Army_...... 
ae REE, | A RE ie licaee | eee 
eee Philadelphia. a 2 Abes aise se 
AREAS Se ee eee Ral geertee 
| ae ° SAE fe REET ERED EL Pe do- 
es | Phoenixville... .......--------| Army: ....<. 
Gee eo. SEER Sas Ss Navy-:....- 
Do 2} SOs. 5 ..-.-----..- Army....... 

Rhode Island Davisville.........-.---------- Navy....... 
pa cites I ioe thd ela eaes is | eee 
Do Ree wy ns ap cag ae? SOB ang ct eo Air Force 
Rese os | A TI SEG Bet .--do 
Do ) eenett Poe. ...-4..25-...- NOVY i scscxs 

South Carolina_..| Beaufort....7.....-.---------- Marine 

Corps 
ce ae ies Ce eee panecsbemes Army ._._.-- 
a F CIROWMWERIS. | us ccons+sscan ears Air Force 
BD tend etiun 5 ee so ee 
Do ee | eg hewlbuand | a BEES $5 Air Force - -| 

South Dakota._°.| Edgemont.._.......--.------- Army: .<..<: } 
IRE | | REE ec RE rays PEE ec L conse Bis 
BR eke ene --| Ss Ae  RSS eaa Air Force 

Tennessee Bristol Be casdosascdeucat ML t 
ee go” eR a | Army._..... 
DOsescewekesen 5 AND eso erenisunninineanintesienmaetiins | Air Foree__ 
| eA ebtese RE o. .  iSan Scanet axaemies | Arey... 
nS SRR ct repre e Air Force 
DD sss sin Cc cdp DORs oe sins ee baits tc HUD Hida 


Suffolk County Airport. 
“| Steward Air Force Base. 
| Industrial reserve plants.! 
Command installation. 
Fort Hamilton. 


Industrial activities. 
Industrial reserve plants.! 
Industrial activities.! 

Do.! 
Griffis Air Force Base. 
Sampson Air Force Base. 
Industrial reserve plants.! 
Industrial activities.! 
Schenectady General Depot. 
Industrial activities,! 

Do.! 
Cherry Point installation area. 


Charlotte Quartermaster Depot. 
Douglas Field. 

Fort Bragg. 

Camp Lejeune installation area. 


Ravenna Arsenal.! 
Marion Engineer Depot. 
Industrial reserve plants.! 
Do. 
Do. 
Industrial activities.! 
Industrial reserve plants.! 
Lockbourne Air Force Base. 
Wright-Patterson Air Force Base, 
Industrial activities.! 
Marion Engineer Depot. 
Erie Ordnance Depot. 
—— Engineer Depot. 
| 0. 
| Erie Ordnance Depot. 


: | Ravenna Arsenal.! 
| 


Rossford Ordnance Depot. 
Fort Sill. 
Vance Air Force Base. 
Fort Sill. 
Command instaliation. 
Umatilla Ordnance Depot. 

Do. 

Do. 
| Letterkenny Ordnance Depot. 
| Marietta TC Depot. 
| Letterkenny Ordnance Depot. 
Indiantown Gap Military Reservation, 
New Cumberland General Depot. 
Marietta TC Depot. 
Olmsted Air Force Base. 
New Cumberland General Depot. 
| Vale Forge Army Hospital. 

0. 


Do. 
Industrial reserve plants.! 
Valley Forge Army Hospital. 
| Industrial reserve plants.! 
Letterkenny Ordnance Depot. 
Command installation. 


Do. 
Industrial activities.! 
Do. 
Command installation. 
Paris Island installation area. 





Fort Jackson. 


..| Greenville Air Force Base. 


| Fort Jackson. 

Shaw Air Force Base. 

| Black Hills Ordnance Depot. 
| Do. 


___| Rapid City Air Force Base. 


| Industrial reserve plants.! 
Fort Campbell. 
| MeGhee-Tyson Airport. 
Milan Arsenal.! 
| Stewart Air Force Base. 
| Arnold Engineering Development Cen 
ter (command installation). 
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State City Service Activity 
>. ee Cv SS, eae Army.......| Pauley ordnance plant.! 
| Sa =" ¥ vee Sdeaksinisiiatl~ bene acne Air Fores. -| Amarillo Air Force Base. 
ET Pat ERT Ee CMG “eae Bryan Air Force Base. 
Rete Daliae-Fori RSIS a do niente Industrial reserve plants.! 
6 ONES RRR RK DD incigemn Laughlin Air Force Base (auxiliary 
eld). 
ee NG CT ay ae ner ae ea = Biggs Air Force Base. 
oo rer > ET aaa ee SS ee Fort Bliss. 
UG a cccaciaenell Se Air Force...| Industrial activities.! 
SRER | kee a aE Army....... s aveet Arsenal (command installa- 
on). 
RIES So NS NICE AT y Air Force...| Fllington Air Force Base. 
EO....<s2tsael “ESE ie Army.._....| Fort Food. 
i OO EEE Air Force__.| Reese Air Force Base. 
£90... dvanubide NS RE a BEY... 4n0 ae River Arsenal (command installa- 
on). 
REE Ne SS eS =a | PEE Fort Sam Fouston. 
Raa BENET Tay ange ae Air Force._- Randolph Air Force Base. 
Do REN OT ee Sepeeiertr ee eRe: Brooks Air Force Base. 
rE See I tN ES. ba nike eel wala - anetey Kellv Air Force Base. 
beeps Pek Mc) tl. onaottc fee Senge San Marcos Air Force Base. 
Ron een Nhe OEE, SAP TS ee Perrin Air Force Base. 
ee NO ck i cisab ane Army ---| Red River Arsenal.' 
‘canbe Bats | a apa peril aera Air Force Connallv Air Force Base. 
» Sa ..| Wichita Falls- ae do ......| Shennard Air Force Base, 
I icine decries it ...-| Army-.. -.-.| Ogden Arsenal. 
DO... ..-caa nei i isett.L.---..0088- Air Force_..| Hill Air Force Base. 
6 Ree! See SE EE he ea | SREB SS Odgen Arsenal. 
UR se onesie 2 oe cms TOE; OER aaBQO I. he ve ee. Utah General Depot. 
SEES ar a aeeRiaBiNE oF 2= er Desert CC Depot. 
I ii caveckslion Sait Lak ES ay re ee Do. 
TO. ..0akael ESS TTA IR A cs do... Do. 
TD cna caieghaan kat EO -tetti nas dtn ndas-- seins dha geetenenn= Tooele Ordnance Depot. 
EE: (NC RS a ee Do. 
Vermont. aE ph. es RTE EAR OS ae RR ee Ree ERR AER 
Virginia... as ON RE aes PS ee Camp Pickett. 
Saas Christiansburg..............-- do.......] Radford Arsenal. 
ar eT EE a: Air Force_..| Langley Air Force Base. 
“REGS el i ann Lead miei iA eee Fort Eustis. 
EE POPIOIE ATOR... 5.2 --...-cu- Navy.....-- Command installation. 
“CEE OTS! ee -ncncxiel Industrial reserve plants.! 
O..... + taal Old Point Comfort....-.---...|----- tana oa Fort Monroe. 
See RTECS i Be eA wbenie Radford Arsenal.! 
ae Petersburg, .........---.....-< BOE ..-o<3<6 Fort Lee. 
“SR CR are eae loanne<t Fort Monroe. 
Don nnusaukll (RE RTE Ee +t Command installation. 
t,....acohimect “a eae CC. aeeeeer Redford Arsenal,! 
| eee il iS RII iat oni _, pe Richmond Quartermaster Depot. 
ERE EPR SRAIE do Auburn General Depot. 
NR sin Soin maw auhps Navy ..-...-. Command installation. 
eS OO ROR a Air Force..-| Larsen Air Force Base. 
EERE Te EO | Seperas" Fort Lewis. 
eae a Rabe arte fhe Pasco Engineer Depot. 
Richland Camp Hanford. 
a 2 Auburn General Depot. 
5 aensks Industrial activities. 
Pe oy Fairchild Air Force Base. 
wea do Geiger Air Force Base. 
..do George Wright Air Force Base. 
Tacoma McChord Air Force Base. 
am do Fort Lewis. 
...-do s Auburn General Depot. 
West Virginia___. “Huntington. ithe howe sade Industrial reserve plants.! 
Wyoming.._...__- aay BS eae Bt Francis E. Warren Air Force Base. 
WESCORE . . « . . -., 5h tate tnn deo 02 eas Industrial activities.! ‘ 
| tae Er Bara “ Badger Ordnance Works.! 
nee SS CLE TTERETES Industrial activities.! 
SER 8 POTD iti dnncndecncnesquhen Do. 
SENSE ELE eS Do. 
i ntticninéaponenes erate Do. 
I 6 die cinta neyid noc apes Truax Field. 
i eethinth ausilds = nnn wail Industrial activities. 
MII i iccsesntina. aceutio adger Ordnance Works.! 
Milwaukee Do. 
Prairie du Sac Badger Ordnance Works.! 
BRR. wikstb uim cilia. se Industrial activities.! 
UID « - anticl-iviaitniginanio-o Do. 
CS a eB ee Camp McCoy. 
ag ae of Co- | Washington..................- At Force. - a Bolling Air Force Base. 
umbia. 





1 Indicates industrial installation. 


Source: Letter of June 5, 1951, from the Munitions Board to the Chairman, Senate Committee on Bank- 
ing and Currency. 
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Mr. Puruurrs. May I ask as of what date that is supposed to be? 

Mr. Firzpatrick. That was furnished in the course of hearings on 
the Defense Production Act, which would put that around April or 
May of this year, I believe. 

Mr. Puiturps. There have been additions to it? 

Mr. Firzparrick. There will be additions to it; yes. 

Mr. Tuomas. Where did you get the other 200 areas? 

Mr. Firzpatrickx. Areas come to the attention of the committee, 
Mr. Chairman, from agencies of the Government concerned with 
either the military or the industrial aspects of the defense program. 
They also come by requests from chambers of commerce or govern- 
ing bodies of cities aakiiic to be designated as a defense area and 
indicating what their problems are. 


REQUESTS FOR CRITICAL-AREA DESIGNATION RECEIVED FROM LOCAL 
OFFICIALS 


Mr. Tuomas. Of course, in the final analysis, the people living in 
the town know more about the local problem than anybody sit- 
ting in Washington or anybody that is going to be sent out of 
Washington. How many requests have you had from mayors, city 
councils, and chambers of commerce? 

Mr. Carson. Out of 238 cases 

Mr. Tuomas. Do you have a list of those requested by the mayors 
and city councils and chambers of commerce of the various localities? 

Mr. Firzparrick. We can supply that for the record. Do you 
have that list compiled now? 

Mr. Carson. We have a list of the areas which we can sort out as 
to the sources of requests. 

Mr. Tuomas. We just want a list at this point in the record. 

(The list referred to is as follows:) 

Of the 238 areas which have been suggested to the Interagency Critical Areas 
Committee for consideration, the Agency has information as to the sources of the 
recommendations on only 196 cases. Of these 196 cases, 179 were suggested by 
local government bodies of officials or by responsible local groups such as cham- 
bers of commerce, real estate boards, etc., as follows: 





Stratford, Conn. Parsons, Kans. 
Cocoa, Fla. Topeka, Kans, 
Jacksonville, Fla. Minden, La, 

Key West, Fla. Sterlington, La. 
Melbourne, Fla. Bangor, Maine. 
Sanford, Fla. Bainbridge, Md. 
Albany, Ga. Bel Air, Md. 
Bainbridge, Ga. Frederick, Md. 
Hinesville (Camp Stewart), Ga. Babbitt, Minn. 
Marietta, Ga. Hattiesburg, Miss. 
Moultrie, Ga. Ocean Springs, Miss. 
Mountain Home, Idaho Hazelwood, Mo. 
Braidwood, Ill. Weldon Springs, Mo. 
Chicago, Ill. Great Falls, Mont. 
Mound City, Il. Sidney, Nebr. 
Vienna, Jl. Denville, N. J. 
Wilmington, II. Dover, N. J. 

Lake County, Ind. Nutley, N. J. 
Burlington, lowa Carlsbad, N. Mex. 
Cedar Rapids, Iowa Farmington, N. Mex. 
Kansas City, Kans. Poughkeepsie, N. Y. 
Labette County, Kans. Sidney, N. Y. 


Leavenworth, Kans. Staten Island, N. Y, 











Utica, N. Y. 
Carolina Beach, N. C, 
Kinston, N. C. 
Wilmington, N. C. 
Lake County, Ohio 
Lorain, Ohio 

Elk City, Okla. 
Tulsa, Okla. 

Astoria, Oreg. 
Condon, Oreg. 
Umatilla County, Oreg. 


Philadelphia-Trenton- Slortisv ille, Pa. 


Camden, 8. C. 
Charleston, 8. C. 
Greenville, S. C. 
Clarksville, Tenn. 
Kingsport, Tenn. 

Big Springs, Tex. 
Bryan, Tex. 

Conroe, Tex. 

Florence, Tex. 
Houston (Harris County), Tex. 
Kingsville, Tex. 
Lampasas, Tex. 
Panhandle, Tex. 

San Antonio, Tex. 
Weatherford, Tex. 
Milford, Utah 

Ogden- Clearfield, Utah 
Newport News, Va. 
Bridgeport, W ash. 
Metalline Falls, Wash, 
Richland, Wash. 
Paducah, Ky. 
Lawton-Ft. Sill, Okla. 
Hamilton, Ohio 

Lake Charles, La. 
Clinton, Iowa 
Republic, Wash. 
Presque Isle, Maine 
New Brunswick, N. J. 
Fairfield-Suisun, Calif. 
Limestone, Maine 
Wichita Falls, Tex. 
Lancaster, Muroc, Palmdale, Calif. 
Othello, Wash. 
Suffolk, Norfolk, Va. 
Dayton, Ohio. 

Dover, Del. 

Lone Star, Tex. 
Patuxent, Md. 
Killeen, Tex. 

Camp Lejeune, N. C. 
Wichita, Kans. 
Columbus, Ind. 
Mineral Wells, Tex. 
Las Cruces, N. Mex. 
FE] Centro-Imperial, Calif. 
Huntsville, Ala. 
Borger, Tex. 

San Miguel (Camp Roberts), Calif. 
Tooele, Utah. 
Kennewick-Richland, Wash. 
Barstow, Calif. 
Brazoria County, Tex. 
Solano County, Calif. 
Quad Cities, Calif. 
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Escondido, Calif. 
Valdosta, Ga. 
Oceanside, Calif. 
Tullahoma, Tenn. 
Bremerton, Wash. 

San Marcos, Tex. 
Lompoc, Calif. 

Fort. Leonard Wood, Mo. 
Colorado Springs, Colo. 
San Diego, Calif. 
Savannah River, 8. C. 
Flint, Mich. 

Godley Tex. 

Perth “Amboy, N. J. 
Ypsilanti, Mich. 
Roswell, N. Mex. 
Brownsville, Tex. 

Ithica, N. Y. 

Columbus, Ohio. 

Cape Girardeau, Mo. 
Shelby, Ohio 

Marietta, Ohio 

Texas Citv, Tex. 
Ephrata, Wash. 

New Orleans, La. 
Wilmington- Newark, Del. 
New London, Conn. 
Benton, Ark. 

Long Beach, Calif. 

Los Angeles, Calif. 

Port Hueneme-Oxnard-Ventura, Calif. 
Hazel Park, Mich. 
Sweetwater, Tex. 
Allentown, Pa. 
Binghamton, N. Y. 
Radford, Va. 

Pampa, Tex. 

Cincinnati, Ohio 
Victorville, Calif. 
Magna-Garfield, Utah 
Roseville, Calif. 
Salisbury, N. C. 
Henderson (Rusk County), Tex. 
Mascoutah, Il. 
Lincolnton, Ga. 

Granite City, Ill. 
Amarillo, Tex. 
Cleveland, Ohio 
Anniston, Ala. 

Decatur, Ala. 

Mobile, Ala. 

Muscle Shoals, Ala. 
Ozark, Ala. 

Phoenix, Ariz. 

Tucson, Ariz. 
Camden-Shumaker, Ark. 
El Dorado, Ark. 

Hot Spring, Ark. 
Alameda-Contra Costa County, Calif. 
Pittsburg, Calif. 
Pleasanton, Calif. 
Ridgecrest-China Lake, Calif. 
Arvada, Colo. 
Lakewood, Colo. 
Pueblo, Colo. 

Stafford Springs, Conn. 
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Mr. Tuomas. Requests have been made by the mayors, city coun- 
cils, and chambers of commerce of the cities and towns. How many 
do you think that is? What is your best estimate? 

Mr. Franrz. That list from the military, Mr. Chairman, inciden- 
tally, was submitted in June of this year. 

Mr. Tuomas. Now what is the best guess as to the cities and towns 
ne uested by the mayors, city councils, and chambers of commerce? 

[r. Carson. I would estimate pretty close to 280, that come from 
responsible local sources like chambers #9 commerce. 

Mr. Tuomas. You said that list had 275. What are you referring 
to now? 

Mr. Firzpatrick. He was referring to the number of cases which 
the present committee bas actually docketed. 

Mr. Tuomas. You mean the Kaul committee? 

Mr. Firzpatricx. The Kaul committee. 

Mr. Tuomas. And the Kaul committee has 275 cities and towns, 
and you think the vast majority of them stem from requests of 
mayors, city councils, and chambers of commerce, and other respon- 
sible local public bodies of the cities and towns. Now what part of 
that 275 is included in the list of 200 from the military? 

Mr. Firzparrickx. We can supply that for the record, Mr. Chairman. 


LOCATIONS OF WHERRY ACT PROJECTS 


Mr. Tuomas. Now of that request for 200 localities from the 
military, what part of those cities and towns have participated in what 
is commonly known as the. Wherry Act? What is the difference 
between the Wherry Act and the present act under consideration, 
namely Public Law 139, with reference to housing? 

Mr. Frrzparrick. Again, Mr. Chairman, may we supply for the 
record a list of any Wherry Act projects which are being undertaken 
in any of the areas shown on the list which we furnished you? 

(The list referred to is as follows:) 

Of the 326 communities listed on exhibit furnished by Department of Defense, 
a total of 92 (see attachment) have insurance in foree on Wherry housing, or 


commitments are outstanding, appraisals or eligibility statements are outstanding, 
or requests are now in process. 


1. Montgomery, Ala. 22. Aberdeen, Md. 

2. Chandler, Ariz. 23. Edgewood, Md. 

3. Fairfield, Calif. 24. Fort Meade, Md. 

4. Fort Ord, Calif. 25. Chicopee, Mass. 

5. Merced County, Calif. 26. Westover Field, Mass. 
6. Muroc, Calif. 27. Selfridge, Mich. 

7. Mather Field, Calif. 28. Biloxi, Miss. 

8. McClellan, Calif. 29. St. Louis, Mo. 

9. Victorville, Calif. 30. Great Falls, Mont. 

10. Eglin, Fla. 31. Offut Air Force Base, Nebr. 
11. Tyndall Air Force Base, Fla. 32. Las Vegas, Nev. 

12. Cocoa, Fla. 33. Pemberton, N. J. 

13. Tampa, Fla. 34. Albuquerque, N. Mex. 
14. Fort Benning, Ga. 35. El Paso, Tex. 

15. Chicago, Ill. 36. Brooklyn, N. Y. 

16. Belleville, Ill. 37. Hempstead, N. Y. 

17. Rantoul, Il. 38. Camp LeJeune, N. C. 
18. Fort Leavenworth, Kans. 39. Fort Bragg, N. C. 

19. Fort Riley, Kans. 40. Fort Worth, Tex. 

20. Fort Campbell, Ky. 41. Fort Sam Houston, Tex. 


. Fort Knox, Ky. . San Antonio, Tex. 





43. Fort Bliss, Tex. 68. Tucson, Ariz. 

44. Fort Lee, Va. 69. Herlong, Calif. 
45. Quantico, Va. 70. San Diego, Calif. 
46. Moses Lake, Wash. 71. Lathrope, Calif. 
47. Cheyenne, Wyo. 72. Sacramento, Calif. 
48. Monterey, Calif. 73. Barstow, Calif. 
49. Denver, Colo. 74. Riverside, Calif. 
50. Pueblo, Colo. 75. Sidney, Nebr. 

51. Key West, Fla. 76. Milan, Tenn. 

52. Warner Robbins, Ga. 77. Killeen, Tex. 

53. Ft. Monmouth, N. J. 78. Wichita Falls, Tex. 
54. Ft. Dix, N. J. 79. Ogden, Utah 

55. Roswell, N. Mex. 80. Tooele, Utah 

56. Schenectady, N. Y. 81. Richmond, Va. 
57. Cherry Point, N. C. 82. Crane, Ind. 

58. Dayton, Ohio 83. Bellmont, Ariz. 
59. Ft. Sill, Okla. 84. San Francisco, Calif. 
60. Chambersburg, Pa. 85. Savannah, Ga. 
61. New Cumberland, Pa. 86. Frederitk, Md. 
62. Sumter, 8. C. 87. Newburgh, N. Y. 
63. Smyrna, Tenn. 88. Marietta, Pa. 

64. Spokane, WaSh. 89. Waco, Tex. 

65. Anniston. Ala. 90. Lubbock, Tex. 
66. Selma, Ala. 91. Norfolk, Va. 

67. Huntsville, Ala. 92. Stockton, Calif. 


PROVISIONS OF THE WHERRY ACT COMPARED WITH DEFENSE HOUSING 
ACT 


Mr. Frrzparricx. The essential difference between title VIII of 
the Wherry Act and the new title TX is that title VIII applies only 
in the case of projects of the military. ‘Title IX applies to any hous- 
ing which is required for defense workers, whether they be military 
personnel or whether they be civilian personnel. 

Mr. THomas. That is the new act? 

Mr. Frrzpatrricx. Yes. 

Mr. THomas. What is the difference between the title VIII and 
title LX of the new act and the Wherry Act? 

Mr. Frrzparrick. Title [X is on the basis of value as against cur- 
rent cost which obtains under the old title VIIT, Wherry Act. The 
maximum mortgage amounts are the same. 

Mr. Tuomas. What is the difference in the function of the two 
acts, the old Wherry Act and Public Law 139, with reference to 
titles VIII and IX? 

Mr. Ricuarps. As you know, the Wherry bill, so-called, was 
extended for 2 years under this new law so that we now have both 
the title VIII, or the Wherry bill, and also title IX. Now title VIII, 
or the Wherry bill, is limited to projects that are certified by the 
military—or under the new bill it includes the Atomic Energy 
Commission 

Mr. Tuomas. Title VIII of Public Law 139 is nothing but the old 
Wherry Act carried forward? 

Mr. Ricuarps. That is correct. 

Mr. Tuomas. Go ahead. 

Mr. Ricuarps. That housing is limited to projects that are certified 
to the Federal Housing Administration by the Military Establishment 
or by the Atomic Energy Commission. The use is for military people 
or atomic energy people. 
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Mr. Tuomas. In just what regard does the title VIII or the Wherry 


Act depart from the old FHA? This is all built from private funds? 


Mr. Ricuarps. Correct. 
Mr. THomas. How does it depart from the old FHA standards? 
Mr. Ricnarps. As Mr. Fitzpatrick indicated, from a standpoint 


» of appraisal and ratio of loans to either cost or value. Under the 


Wherry bill we can insure loans up to 90 percent of cost, with an 
$8,100 mortgage permissible subject to certain increases with the 
approval of the Secretary of Defense and the FHA. It resembles ve 
closely the old title VI rental housing, whereas the new title IX, 
although it does not contain the economic soundness clause, requires 
us to limit our maximum mortgage insurance to 90 percent of value 
rather than cost. 

Mr. Yates. Value after construction? 

Mr. Ricuarps. That is right. 

Mr. Yates. Rather than before construction? 

Mr. Ricuarps. Well, we appraise or value the proposed projects 
prior to the commencement of construction. Of course, it is assumed 
that that will be the value when completed—when the structure is 
placed on the site. 

One feature about the military housing or Wherry bill housing is 
that a very substantial portion of it is built on military-owned land 
and leased to the sponsors or private builders on a long-term lease. 


PROVISIONS OF NEW TITLE Ix 


Now under title [IX we cannot insure any loans except in areas that 
have been. declared critical areas by the President, and certain housing 
has been programed—that is, we are told by the Housing and Home 
Finance Administrator that we can insure X number of mortgages in 
the area, that they must be on houses that meet certain criteria as to- 
room size, rental, sales, price, and provisions for preference in occu- 
pancy, and so forth. 

When that program has been set up in the area and people apply 
for permission to build under that program and come to us, we can 
insure up, to that number under title LX. 


ESTIMATED NUMBER OF HOUSING UNITS TO BE STARTED 


Mr. THomas. What is the estimated number you are going to 
build under that? 

Mr. Ricuarps. We are estimating from the information given us 
by the Office of the Administrator that we will receive 160,000 
applications. 

Mr. Tuomas. How many units now? 

Mr. Ricuarps. One hundred and sixty thousand—one hundred 
thousand of them in section 903 and sixty thousand in section 908. 

Mr. Frantz. Mr. Thomas, let me explain the discrepancy in the 
figures you are looking at. The program assumptions are that 175,000 
units of the private defense housing will ultimately start with FHA 
insurance. Mr. Richards’ figure of 160,000 is applications to be 
received this year. It is assumed that 15,000 will be late enough in 





86 





the year that the applications will not be actually received until 1 


next year. 


Mr. Tuomas. At this point in the record, Mr. Reporter, will you 


insert the table on page 4. 
(The table referred to is as follows:) 


Provision of defense housing and community facilities and services, summary of © 















































program - 
“ Number of | Number of 
Workload localities units 
ee EN is. india hi idcniteie wdc beh Reeds eek  - hae 
oases om mibcasiieden niasaihe aru Aekie mae eee } in Seadthanlitled 
Critical area designations niga aidan enim an noubatana eae tee ran Hedman i 0G 3454: 
Programed private and public defense housing. ..................-....---2--.--- 400 225, 000 
Private defense housing (title [IX of National Housing Act)!_..........-.---.|..2---22-.- 175, 000 
| * Sea ae OIE TIECE > 3h TSR oe ot Se tn RS acer SS» 42, 125 
SEES: UIT SE MOE DRE A, EN ETON ET ET ——e 217, 125 
eT Ee eee cee ee gs SS et ere SBE ST 7, 875 
Estimated Estimated 
Cost average Fed-| number of ee — 
eral cost projects 
Public defense housing: " 
a a uppuicadcnehdaeaadin ak | $10, 000 16 $15, 000,000 7 
Trailers... __. 2, 900 16 4, 350,000 © 
SRR Fe Se ee seen ot Bes SPE 5, 980 53 29, 150,000 — 
EE IN ns dabei «cdvuccvncwcincaslcvieewegakecanilanioecasheeene 85 48, 500, 000 % 
Programed community facilities: 4 
thereat ada mi palace alii Oi sided neg aati | Te ah Se 250, 000 35 8, 750,000 © 
SEs nls beth ahhh REELED 2 pb add dd owOed plies atbawnabberend 175, 000 28 4,900, 000 
imal pceicienie Gratis cs bic neh beeeaesntscemmnsdes Dee saad | 2 14, 650, 000 
| 








os Excludes Wherry Act, title VIII of National Housing Act, estimated at 55,000 units for military instal- 3 
tions. 


2 Excludes an estimated $3,750,000 of local funds supplementing appropriation. 


Mr. Tuomas. But how do you arrive at that figure of 160,000 or | 
175,000, either figure you want to use? 
Mr. Ricuarps. They have indicated that they will program 225,000 © 
units. 

Mr. Tuomas. Who is “they’’? 

Mr. Ricuarps. Mr. Foley’s office. 

Mr. Tuomas. How do you arrive at that figure? 

Mr. Firzpatrick. You mean the total program? 

Mr. Tuomas. Two hundred and twenty-five thousand units all to- © 
gether: 175,000 under title [X; 42,125, other private; and 7,875, public | 
defense housing. How do you arrive at those figures? 

Mr. Firzpatricx. They are arrived at on the basis of an average 
program in localities certified in the neighborhood of 500-550 units. 

Mr. Tuomas. You have only 40 localities certified so far. 

Mr. Firzpatricx. At this point that is correct, Mr. Chairman. 
But our estimate is that there will be 400 localities in total, and the 
program is actually made up for that number of areas. 

Mr. Tuomas. That gets us back to our original question: How are | 


you going to arrive, what sources of information are you going to use, 
in declaring these 400 localities critical? 
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PROCEDURE FOR DEVELOPMENT fF LOCAL HOUSING PROGRAMS 


Mr. Firzpatrick. Mr. Chairman, what you have to do—once the 
indication of the area having a problem is there—is, first, from what 
figures are available in Washington, determine whether there is some 
indication that it really is a problem area. If it is not, you do not 
certify. If the indications are that it may be a critical area the 
matter is then referred under our proposed procedure to the field 
offices, where a rather cursory check will confirm whether the area 
does or does not appear to have such a problem. If the indications 
are supported by reasonable factual information that such is the case, 
then the area will be declared. 

It is at this point that you then need detailed survey information, 
which will indicate how many units they really need. Now as to that, 
you have to get information from the various plants in the locality as 
to what their labor supply requirements are that must be brought in 
from other areas; what the incomes of those workers are; and then 
translate that into a specific program of housing or community facili- 
ties to meet the needs for that locality. Under the law that must be 
set up as a specific program as to number, types, rentals, and general 
locations where that housing should go. 

Then there must be a period of not less than 90 days in which 
builders have the opportunity to come in and apply for FHA insurance 
on other private financing to produce that housing. The period is 
not less than 90 days, because there are obviously some areas where 
a rather substantial program will be required, in which case you will 
need longer than a 90-day waiting period. 


VOLUME OF NEW HOME BUILDING 


Mr. Tuomas. How many houses do you think will be constructed 
in the calendar year 1951, Mr. Richards? 1 notice here in the state- 
ment it says under existing material allocation it is estimated that 
between 800,000 and 850,000 new housing starts as an annual rate 
can be supported without undue call on available manpower and 
material and without excessive inflationary pressure on the economy. 
To what vear does that statement apply, 1952, 1951, or what year? 

Mr. Firzparrick. That refers to the calendar year 1952. 

Mr. THomas. How many starts and completions did the industry 
make in 1951? What is your best estimate? 

Mr. Frrzparrick. I think the indications at this point are, Mr. 
Chairman, that the rate of construction for 1951 will exceed the 
850,000 which it was indicated earlier in the year we hoped to hold to. 
There is substantial prospect that it might reach as high as 1 million. 

Mr. Tuomas. I saw some article to that effect in one of the maga- 
zines the other day, and it seems that it was quite surprising to all the 
home builders as well as FHA. What was that figure for 1950? That 
was the peak year of construction. 

Mr. Ricuarps. One million three hundred and fifty thousand 
approximately. 

Mr. Tuomas. And your plan for 1951 was in the neighborhood of 
800,000 to 850,000; is that correct? 

Mr. Ricwarps. Yes, sir. 
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Mr. Tuomas. As far as you can tell from a material basis, man- 

ower and credit regulation, the iidustry will turn out that same num- 

r, between 800,000 and 850,000 or slightly more during the calendar 
year 1952. Is that a correct summary of it? 

Mr. Ricuarps. That is right. 

Mr. Frraparricx. With reference to the Wherry Act, may I indi- 
cate there are two other principal differences: One is that the Wherry 
Act is applicable only in those areas where the military is able to cer- 
tify that the base is regarded as a permanent establishment. 

Second, it applies only to military and civilian personnel employed 
in the three military services. Finally, it applies only in the case of 
rental housing. 


RELATIONSHIP BETWEEN HOUSING AND COMMUNITY FACILITIES 


Mr. Tuomas. One thing the committee has in its mind is that 
community facilities and housing go hand in hand. In the final 
analysis, it ought to be a one-package proposition. That statement 
no one can seriously question. Yet it is divided between the Housing 
and Home Finance Agency and Public Health people. 

Then comes the question of deciding where these standards are 
going to be relaxed, where these houses are going to be built. Just 
how much red tape is going to be involved? How much credence are 
you going to put on the thinking of the responsible public bodies in 
the communities? They certainly ought to be in a better position to 
know than any agency sitting in Washington, What is your plan and 
thinking along that line? 

Mr. Frrzparrick. Mr. Chairman, that is perfectly true, and that 
is the purpose of the locality survey contemplated, to assemble from 
the local people the necessary information whereby a housing program 
may be made up. 

Mr. Tuomas. I saw a figure here some place in the justification. 
How much is it going to cost you to make an average locality survey? 

Mr. Firzparrick. I think that figure, Mr. Chairman, referred to 
the special occupancy surveys for which $100,000 is requested, with 
an estimate that 20 such localities would be surveyed. 

Mr. Tuomas. Of course, that is a separate and distinct item. Cer- 
tainly the times do not warrant it at this particular point, do they? 
If it was all-out war, that is something else; but, regarding this division 
and multiplication of old housing, keeping them up for 5 years or 10: 
years and then the landlord gets them back, and even though ‘‘you 
spent $10,000 on my property, you damaged it $15,000,” and so forth 
and so on, just because the act gives you authority to do it, I certainly 
hope you 7 not embark on that program at this particular time. 

Mr. Firzpatrick. Mr. Chairman, as a rough figure on the cost of 
locality survey, I think I can say about $2,000. I would like to go 
back to our experience in World War II and find our actual cost if 
we cal. 

HOMES-CONVERSION PROGRAM 


Mr. Tuomas. Did not Mr. Egan divide and subdivide every big 
house in this country he could get his hands on in World War IL? 
Have the times changed in 5 years that we have to go back and re- 
divide them? 












man- 
num- 
endar 


_indi- 
herry 
D cer- 


loyed 
ase of 


[ES 


that 
final 
ment 
using 


iS are 

Just 
e are 
ies in 
on to 
n and 


that 
from 
gram 


ition. 
rvey? 
ad to 
with 


Cer- 
hey? 
‘ision 
or 10. 
you 
forth 
ainly 


st of 
(0 go 
st if 








program, I certainly think we will not get into that type of operation. 
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Mr. Fitzpatrick. If you are speaking of the veterans’ reuse 


Public Law 139 does not authorize a homes-conversion program. 

Mr. Tuomas. What is this $110,000 item, if it is not the same thing? 

Mr. Firzpatrickx. The $110,000 item in the estimate is for the 
prefabricated-housing loan program. 

Mr. Tuomas. There is an item in here for that? 

Mr. Firzpatrick. Yes sir; $110,000. 

Mr. Tuomas. I am talking about cutting up and dividing these old 
houses again. 

Mr. Firzpatrick. That is not permitted under title III. We are 
under a direction there that, where temporary housing needs are to be 
met through public construction, the housing which is to be provided 
must be operated 

Mr. Tuomas. That is a survey, though. Are there funds in here 
for a survey for that purpose? What was the survey money you 
mentioned awhile ago? 





VACANCY-OCCUPANCY SURVEYS 


Mr. Frantz. That is correct, Mr. Chairman. That is an estimate 
of $100,000 for the cost of making specific locality surveys of existing 
vacancy-occupancy ratios and the availability of housing in the 
locality. It is for the purpose of measuring the housing situation 
and not for the purpose of locating vacant units to convert. 

Mr. Tuomas. We can spend 50 times, 100 times, a thousand times 
that money. What are you going to come up with? You can go 
into any sizable town today. The chambers of commerce—and 
they usually have a local housing committee and 15 other commit- 
tees—can give you every vacant house in town, give you the location 
of it. The Post Office Department even has made that survey in a 
good many towns. What I am trying to caution you against is not 
to have an enaborate set-up here in Washington or in the field to 
duplicate some work where the local people know more than you 
know or will know. If you use the local agency, you can use that 
information and then arrive at your own decision. Putting people 
in the field or putting people in the District of Columbia, letting this 
man do a little traveling around and around, you are just delaying, 
and you are not going to get any more information than the cities 
and towns can give you right now. 

Mr. Frantz. In that connection, with respect to the specific item 
of $100,000 for surveys, that does not contemplate setting up any 
organization or hiring any people in the Housing Agency. Those 
surveys would be made for us primarily through the Paces of the 
Census on a reimbursable basis. 

Mr. Tuomas. Or course, that Bureau took that census 16 or 17 
months ago. Every city and town has a copy of their report, and 
they have added to it, supplemented it, so forth and so on. 

We will put the table on page 15 in the record. 

Mr. Puiturps. You have already put page 15 in the record. 





90 


FreperaLt Hovusine ADMINISTRATION 


Mr. Tuomas. Mr. Richards, what about your administrative cost 
of $51,000 for the Washington office and $2,500,000 in field? Tell us 
something about that. 

Mr. Ricuarps. I would like to have the privilege, Mr. Chairman, 
of filing a statement here. May I read just a paragraph out of it to 
possibly answer that question? 

Mr. Tuomas. You are a privileged character in this committee. 
You can do whatever you like. 

Mr. Ricuarps. Mr. Chairman and members of the committee, I 
am appearing before you today to discuss the supplemental authoriza- 
tion of $2,551,000 carried in House Document 242 for the current 
fiscal year. These additional expenses of $2,551,000 will be paid from 
the estimated $6,854,000 additional fees and premiums which will be 
received this year by reason of the new legislation. 

This supplemental authorization is required solely by reason of 
the Defense Housing and Community Facilities and Services Act, 1951, 
which was approved September 1. This act extended and broadened 
the military housing program under title VIII, created a new title, 
title LX, for defense Seni, and liberalized existing credit restric- 
tions. The Independent Offices Appropriation Act for this year makes 
no provision for the expenses resulting from this new legislation. 

Of the $2,551,000 requested, $51,000 is for administrative expenses. 
This $51,000 represents the net additional amount required, together 
with the $4,949,000 already authorized, to carry on the existing 
program and the additional activities created by the Defense Housing 
Act, including setting up the new program and the increased accunting 
work in establishing and maintaining the new insurance fund. 

Of the $2,551,000 requested, $2,500,000 is for nonadministrative 
expenses. This $2,500,000 is the net additional amount needed, 
together with the $23,300,000 already authorized, to carry on both 
the new and the existing programs, including the processing of the 
additional insurance applications, compliance inspections and related 
work resulting from the new legislation. 

In approving the new Defense Housing Act, Congress has placed 
strong reliance on FHA programs for meeting the housing needs of 
in-migrant workers in ‘defense areas and for meeting the unsatisfied 
need for housing at military and atomic-energy installations. The 
military housing program, which the act extends until June 30, 1953, 
has proved successful in providing a substantial volume of military 
housing. As of August 31, about 28,000 units had been started under 
the program and about 36,000 more are scheduled to start during the 
current fiscal vear. 

Title IX will be used only in defense areas designated by the Presi- 
dent and within the limits of housing programed by the Housing and 
Home Finance Administrator. FHA is required to find that the mort- 
gages insured under this title represent ‘‘an acceptable risk in view of 
the needs of national defense.’’ This, of course, is a more liberal 
criterion than the requirement. for “‘economic soundness” under the 
permanent title II program. Having in mind that the needs of in- 
migrant defense workers will be primarily for rental housing, a high 
percentage of the housing built under title TX will be held for rental. 

The new act also calls for some liberalization of the credit restric- 
tions established last year under the Defense Production Act. Cor- 
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responding adjustments have been made in FHA credit terms which 
should result in some increase in the volume of operations under some 
of our permanent insurance programs. 

I believe the estimate of $2,551,000 is reasonable in the light of the 
new responsibilities Congress has placed on us. Thank you. I will 
be happy to answer any questions you may have. 


ADMINISTRATIVE EXPENSE 


Of the $2,551,000 requested, $51,000 is for administrative expenses. 
This $51,000 represents the net additional amount required, together 
with the $4,949,000 already authorized, to carry on the existing pro- 
gram and the additional activities created by the Defense Housing 
Act, including setting up the new program and the increased account- 
ing work in establishing and maintaining the new insurance fund. 
Mr. Tuomas. Mr. Reporter, at this point insert page 13 of the 
justification. 
(The page referred to is as follows:) 


Administrative expense 





| 
| Average employment 
Personal services gt ee ak eee ee 
| . | 
| Number | Amount 














Program direction and supervision... .....-......-----.----------------- eal 4.5 | $17, 640 
Accounting, payroll, and tabulating services... -_ ~~. a | 5 14, 350 


ar Ea ci eva RE eS SR Red 14) 350 


Sak edn Sade icine aitsestnoe Una cei gh th nbtna edarie he edith tae AA Ani e  eeaa : 14.5 46, 340 











Direction and supervision of title 1X operations and liaison with the Depart- 
ment of Defense and Atomic Energy Commission on title VIII housing is esti- 
mated to require 4.5 man-years. Additional IBM ecards must be punched and 
tabulating records established for the additional new cases, and records must be 
established for the new insurance on the basis of which future billings and collee- 
tions can be made. In addition, personnel services and payroll, leave, and retire- 
ment work in connection with the additional employment have been provided at 
the approved ratios for these classes of work. 


Other expenses 


Prom. 2 Le ER RAE S ete eoae pieo  NL cag yl t ep le ght RE Ee ale ee 
Supplies 


Total 

Administration of new programs and supervision over military housing opera- 
tions are expected to require 100 travel days at $15 per day, and communications 
expense of $1,000. Printing and supplies have been computed at the prevailing 
man-year costs of $84 and $65, respectively. 

Mr. Ricuarps. Of the $2,551,000 requested, $2,500,000 is for non- 
administrative expenses. 

Mr. Tuomas. On what page of your justification is that broken 
down? 

Mr. Burrows. It starts on page 10, sir. 

Mr. Ricuarps. This $2,500,000 is the net additional amount 
needed, together with the $23,300,000 already authorized, to earry on 
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both the new and the existing programs, including the processing of © 
the additional insurance applications, compliance inspections and — 
related work resulting from the new legislation. 

Mr. Tuomas. Mr. Reporter, insert page 10 of the FHA justification 
in the record at this point. 

(The page referred to is as follows:) 


EXPENSE EsTIMATES 


Expenses will be incurred mainly in connection with the processing of the addi- 
tional insurance applications. This will require 564 man-years of employment 
with salaries and other expenses totaling $2.5 million under the nonadminis- 
trative budget. Central administrative and fiscal staff totaling 14.5 man-years, 
with salaries and other expenses of $51,000, will be required in the central office 
under the administrative budget. These requirements are summarized below: 





Nonadmin- | Administra- 
istrative tive Total 





Average employment._-_-_- so cataedtel Abiehrar ee chicsacs ccisasc a. deal aR 564 14.5 578 


.o 











ROLLEI TONAL ADE nitdbie eit $2, 274, 00¢ $46,340 | $2,320,340 | 
Other expenses ._.......-- pee TERRA Racy ERR: SES BREA 226, 000 4, 660 230, 660 
ee ee er a ee 2, 500, 000 51, 000 2, 551, 000 











Nonadministrative expenses 





Average employment 





Number Amount 





Personal services: 





RNR shea ise rs sph weent nga hha he Ne wera ebe kane ti hee eee 497 $1,990,730 

Compliance inspection ---.___-  ensapkasaseroieus stress cakeaoaa Sot Ht 45 207,791 4 

Closing (insurance) dha chi egal 2 Lye oan Sth did w hin hitetis Sebald 14 51,929 | 

ee REE BING SROONGIE 6 oi in opined os ersusdehoteeiiennkacts ne 8 23,550 | 
Total 











Retbe a eaile ids Bhi didiewethylgadicachs mitedipbiabkoclaticl 564 2,274,000 





Mr. Tuomas. Go ahead, Mr. Richards. 

Mr. Ricwarps. The $51,000 for administrative expenses is a net — 
figure—that is, the $2,500,000 is a net figure, because with the passage ~ 
of the new title there is added additional work, and certain work has — 
decreased from our regular program. 

Mr. Tuomas. How many applications do you think you will ex- — 
amine under this new act, Public Law 139? 

Mr. Ricuarps. Under title IX, 160,000. We figure on receiving ~ 
175,000 out of a program of 225,000 and 55,000 out of the Wherry bill, — 
or 802 of title VIII. We are reducing sections 203, 207, 213, 611, 701, 
by 100,000. That is on page 8. 

Mr. Tuomas. I find here a net increase of 135,000 unit applications — 
this year resulting from examination by FHA of 122,000 unit applica- 
tions. What is the total of unit applications? I mean what is the 
total number of units you expect to build under Public Law 139? 

Mr. Ricwarps. The 364,000 starts was a net increase of 54,600 — 
because of this legislation. It reduced our existing program—— ’ 

Mr. Tuomas. What was that figure again by virtue of Public Law 
139? 

Mr. Ricuarps. A net increase of 54,600 unit starts. 
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Mr. Tuomas. How many units will there be in those starts? 
Mr. Ricuarps. 54,600. A unitisaliving unit. That is on page 9. 
Mr. Tuomas. Mr. Reporter, will you please insert page 9 in the 
record at this point. 

(The page referred to is as follows:) 


Starts, fiscal year 1952 





| 
Proposed | Revised 








! 
Existing | 
legislation | legislation starts 
— | ——_—_—_—— ae 5 

CEN hee So A EE ESE eT YS CELE er ed ETT meat: oO fw 15, 200 
_ ) ---| 194, 900 — 34, 200 160, 700 
DOG btn d setedme insu cecceswanes | 17, 500 | —2, 600 | 14, 900 
at MAR MONOR 662 sina ci 53640cccecne ae abet kin eased e"4 ee 5, 500 
See. 213, (EES EG PE RI Ge OA, PT TOE EE 31, 500 | —4, 900 | 26, 600 
Derbi bb Ants <S3 pe donede ca dbnwnces- cin yes=+os | 20, 000 Lint cpintea’ 20, 000 
Oo eit ee £000 fe 4, 600 
Sec. 701_.. 100 |__.. a 100 
Rs satin bbb ab Pas ccigédnnesednnnwa Sa digehnuae 20, 700 | +20, 000 | 40, 700 
Sa en PeRighsbusieds tke daadee eres Peete sf +23, 000 | 23, 000 
OS Se eee ee PINAY FoR ES f° ES aE +34, 500 | 34, 500 
es bank Seana seve in bhai woncepedcsends staawhs doce +18, 800 | 18, 800 
rs eh leapt tibaded neh< saat <5 mer cm ao oe 3 0, 000 | +H 54, 600 4 364, 600 
United States total private nonfarm starts- | 800, 000 |___- | 800, 000 
Pe NE a ah ening gcesnwennnn enn 4 pe reent. -| 45. 6 





Mr. Tuomas. How many employees are you going to need in the 
District of Columbia for $51,000 and how many employees are you 
going to want in the field for $2,500, 000? 

Mr. Ricuarps. 14% ‘ administrative, and 8 nonadministrative in the 
District of Columbia. 

Mr. Tuomas. What is the total in the District? 

Mr. RicHarps. 22}; man-years. 

Mr. Tuomas. That is about what? 

Mr. Ricuarps. About 30. 

Mr. THomas. How many in the field? 

Mr. RicHarps. 556 man-years in the nonadministrative item. 


Is that 31 or 32 jobs? 


AVAILABILITY OF INSURANCE FUND FOR ADMINISTRATIVE EXPENSE 


Mr. Tuomas. Mr. 
again for FHA. 


here. 


Clerk, let me see the appropriating language 
As I remember, you asked for some new language 


The amount made available under this head in title IV of the Independent 
Offices Appropriation Act, 1952, for administrative expenses of the Federal 
Heusing Administration is increased by $51,000; end the limitetion thereunder 
on the amounts available for certain nonadministretive expenses of said Adminis- 
tration, is increased from $23,300,000 to $25,800,000: Provided, That hereefter the 
national defense housing insurence fund shell be aveileble in eddition to the 
purpeses for which it is otherwise available under law. for administrative expenses 
of the Federal Hcusing Administration. 

What does that provide? 

Mr. Murpuy. The purpose of that language is to make it clear that 
the various funds that are available may be—that the defense housing 
insurance fund itself is included in the other insurance funds from 
which authorizations may be expended. 

Mr. Tuomas. In other words, it increases your nonadministrative 
expenses. 
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Mr. Ricwarps. No. 

Mr. Tuomas. Certainly it does. 

Provided, That hereafter the national defense housing insurance fund shall be 
availabie in addition to the purposes for which it is otherwise available under law, 
for administrative expenses of the Federal Housing Administration. 

You can use those funds plus this $51,000 plus this $2,500,000. 

Mr. Firzpatrrick. Mr. Chairman, we could not use that beyond 
the limitation of $25,800,000 which you would set by this law. The 
real reason for that language i is that there was added to the bill on the 
floor of the Senate an amendment which said: 


Provided, That no moneys in said fund— 
that is the defense housing insurance fund— 


shall be expended for administrative expenses of the Federal Housing Adminis- 
tration under this title except pursuant to such specific authorization therefor as 
may be hereafter enacted by the Congress. 


Now this would be the subsequent enactment which would make 
the fund available for administrative expenses within whatever limita- 
tion you set—both on the administrative and nonadministrative. 

It is perfectly true that if you did not set the $25,800,000 limit, 
then we would be free to spend beyond that amount, but we could 
not spend beyond any limit that you establish by this law. 

Mr. Tuomas. Of course, there is no appropriation for your non- 
administrative expense. 

Mr. Ricuarps. We are asking for $2,500,000. We estimate our 
income for the year to be $6,854,000, and we are asking permission 
to spend $2,500,000 of that income. 

Mr. Tuomas. That is what I say. That is money you collect from 
the fees and is not appropriated. The only appropriated money in 
here you are seeking is $51,000. 

Mr. Ricnarps. We are not asking for any appropriated money. 
The $51,000 also comes out of the insurance fees and premiums. 

Mr. THomas. Does that come out of the insurance premium, too? 

Mr. Ricwarps. That is right. 

Mr. Tuomas. It is not an appropriated fund? 

Mr. Ricuarps. That is right. So that what we are doing here is 
asking for the right to spend out of that insurance fund that was set 
up in order to operate title LX. We estimate our income in that year 
that we are spending this $2,551,000 as $6,854,000. 

This language was required because of the Case amendment which 
said we could not spend from the new fund without specific authoriza- 
tion from the Congress. That is why we cannot operate title IX 
until the Congress authorizes us to use money out of that fund. 


DEFENSE HOUSING 


Mr. Tuomas. Clearing up another point here, under the Office of 
the Administrator appropriation it states: 

For the provision of defense housing in accordance with title III of the Defense ~ 
Housing and Community Facilities and Services Act of 1951, including adminis- 
trative expenses of the Public Housing Administration in connection therewith, 
$50,000,000, to remain available until expended * 


That money is appropriated to the Administrator’s office, yet Mr. 
Egan has been delegated to spend the money. Is that correct? 
Mr. Firzpatrick. Yes, sir. 





MERGER OF OPERATING FUNDS 


shall be “§ Mr. THomas (reading): 
der law, WProvided, That any moneys or reserves authorized by sections 303 and 605 (c) 
Mf the Act of October 14, 1940, as amended (42 U.S. C. 1543 and 1585). 
Vhat does that mean? 
® Mr. Frantz. Mr. Thomas, section 303 of the Lanham Act author- 
izes the receipts from rentals and disposition proceeds under the 
anham Act to be used for expenses of maintenance and operation 
Wand for the establishment of reserves for the removal of that housing. 
BPublic Law 139 contains a similar provision. 
= ‘The purpose of this language is to permit the merging of those 
dminis. yePcr@ting funds and reserves so as to achieve economy by not having 
refor as to keep elaborate detailed separate accounts on what is essentially 
Mhe same operation. 

Mr. Tuomas. For bookkeeping purposes is one thing now. Com- 
ningling the funds and using the funds for one project or another is 
. different thing. This language gives you authority to do that. 

SWhy could not each one stand on its own bottom? For accounting 
@purposes it seems well and good, but under this language you cap 

take the rentals from these new projects and spend them for main- 
Menance and repair on the old projects. Is that correct? 

Mr. Frantz. That would be correct; yes, sir. 

Mr. Tuomas. Is that a good thing or bad thing? 

Mr. Franz. I think the answer to that, Mr. Thomas, is that you 
‘ould not spend any more with respect to the total than you could 
spend separately from the two, if they were held individually. 

Mr. Tuomas. Yet there is quite a difference there. You take funds 
from a new project where the maintenance certainly ought to be 

money, Very low. You take those funds and spend them on an old project 

~" G@where the maintenance is very high and where you have been renting 

Pihem awfully low, and perhaps you do not have enough money to 

Gdo your maintenance. Do you not think they ought to be made to 
Bstand on their own bottom for every purpose except accounting? 

™ Mr. Franrz. They are not segregated now by projects. 

— Mr. Pinus. How would you show them if you were reporting 
them to this committee? You would show them as a pooled fund, 

Band that is what the chairman is bringing out. 

t which Mr. Frraparricx. We would show them as a pooled fund, and we 

Sot would then show what was spent for those purposes on the total 

‘tle TX Program. It would not be broken down separately. 

| © | think it comes down essentially to the question of whether the 
; desirability of keeping those records separate outweighs the economies 

which otherwise could be achieved by a single set of books. 
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Yffice of 4 PUBLIC HOUSING ADMINISTRATIVE EXPENSE 


ee Mr. Tuomas. Carrying it one step further: 
» Defense — os : : we 
adminis- | _ Provided further, That the amount made available under this head in title IV 
nerewith, |0°f the Independent Offices Appropriation Act, 1952, for administrative expenses 

’ Gof the Public Housing Administration is inereased from $12,780,000 to 
9 $13,280,000. 


And that gives Mr. Egan administrative expenses of $500,000 for 
Fabout 9 months. Is that correct, Mr. Egan? 
i 89877—51——7 


yet Mr. 
t? 





96 


Mr. Eaan. That is correct. 

Mr. THomas. What will that administrative expense be on an 
annual basis? 

Mr. Eaan. It is contemplated, Mr. Thomas, that we would have 
all the units that we would be able to construct under the $50,000,000 
appropriation under contract by the end of this fiscal year, by June 
30. 

Mr. Tuomas. You are going to build less than 8,000 units, and 
what portion of Mr. Foley’s $1,340,000 is going to be added to your 
$500,000 administrative expense? 

Mr. Firzparricx. No portion of our funds would be added to theirs. 

Mr. Tuomas. It will not be added, but it is certainly doing the same 
and similar type of work, is it not? 

Mr. Firzpatrick. No, sir; the estimate of $500,000 for transfer to 
PHA is for those administrative expenses concerned with the actual 
provision of any housing that is built 

Mr. Tuomas. How many employees does that give you? 

Mr. Eaan. The detail is on page 30—186. 

Mr. Tuomas. 186 employees. 


Provision oF DerENsSE Hovusinc TurovuGcH Pusiie Construction 


Mr. Taomas. At this point insert in the-record page 30. 
(The page referred to is as follows:) 


Provision of defense housing through public construction 
Positions 
PONE S inch wdinccnind Sra 8 a OOP PEE S Roses Gad Ry 


Personal services: permanent positions 


UIT WT CUUININD aa ohne e aken oN dE de 
Communication services_______-_- ned SMe bs ebe OS NAR GELS NR 

Rents and utilities services 

Erne God TeHTOnuUCHOn. -.. co ck Se ees A, ‘ 

Other contractual services 6, 000 
ONION AUNTIE. 5 So dc i on os ee ee ee Sek cede cen 5, 000 
Equipment 8, 000 
NNN IIRNANG ee ee ea eee 48, 500, 000 
menos mao Gmmaminiotea 5. ee ieee Se lS 1, 000 


49, 000, 000 


Personal services by organization unit 





Positions Man-years Salary 





Administration and legal : $45, 533 
Development ' 43, 510 
Management and disposition i 8, 555 











322, 402 
186 , 420, 000 
' ! 





| ,° 97, 598 
i 








Mr. Tuomas. How many units is that going to cover? 

Mr. Ecan. Seven thousand eight hundred and seventy-five is the 
estimated amount. 

Mr. TxHomas. One hundred and eighty-six positions broken down 
as to administrative and legal 26, development 17, and management 
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and disposition 7. That is 50 in the District of Columbia. In the 
field it is 136. 


NUMBER OF UNITS FOR PUBLIC CONSTRUCTION 


You have lands and structures, $48,500,000; salaries, $420,000; 
communications, $12,000; supplies and materials, $5,000; equipment, 
$8,000. How did you arrive at this figure of 7,875, Mr. Egan? 

Mr. Ecan. The number of units we contemplate to construct, Mr. 
Thomas? 

Mr. Tuomas. Yes, sir. 

Mr. Ecan. That was the figure I think we got from the Adminis- 
trator’s office. 

Mr. Tuomas. How did the Administrator arrive at that figure? 

Mr. Frrzparrick. That is arrived at approximately this way 

Mr. THomas. Give us a guess figure. Title IX, 175,000 units; 
other private, 42,000 units; total; 117,225; and other public units 
7,875, a grand total of 225,000 units programed under which you are 
basing your administrative costs and your other costs totaling some 
$60,000,000 or $65,000,000. How did you arrive at those figures? 

Mr. Firzparricx. Out of $50,000,000 you cannot get a very large 
amount of housing. Now, under the Defense Housing Act perma- 
nent housing may be provided through public construction only to the 
extent that the private builders do not take up the quota that is 
actually announced. 

It seemed perfectly obvious that you are not going to have many 
cases where that is not taken up. 

Mr. Tuomas. Where are you going to put these units? 

Mr. Firzparrick. I think we felt one of the prime factors we would 


have to consider in connection with the use of Title II] housing is 
cases of the type which have been referred to in the report of the 
Lyndon Johnson preparedness subcommittee. 


UNITS TO BE CONSTRUCTED UNDER TITLE Ix 


Mr. Tuomas. Can you give us a breakdown of these 175,000 units 
under title IX of the act and the 42,000 which you list as other private 
units and then the public units of 7,875? Where you are going to 
locate them? 

Mr. Firzpatricx. Mr. Chairman, we could not give that until the 
areas are actually designated. 

Mr. Tuomas. If the areas have not been designated, how in the 
world do you arrive at your total figure of 225,000? 

Mr. Firzpatrick. Our indications were that in the course of the 
year there would be a total of 400 areas declared critical. 

Mr. Tuomas. You still do not know that? 

Mr. Frrzparricx. No. 

Mr. Tuomas. In other words, the number of areas where they are 
going to be located is still to be decided and the number of private 
units to be built under title LX is still a guess and public units is still 
a guess. These figures are your best judgment on the question? 

Mr. Firzparrick. They are an informed judgment, Mr. Chairman, 
as to what we expect. I think it is reasonable to assume that with 
the additional aids provided by the Congress in the new act, the 
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number of areas that will be declared critical areas will be much larger 
than the number declared by the Kaul committee in a period where 
we did not have the—— 

Mr. Tuomas. The authorization was $40,000,000, of which you 
got $15,000,000 and the Public Health Service got $25,000,000. 

Mr. Sewarp. The authorization was $60,000,000, Mr. Thomas. 

Mr. Tuomas. That is right, and your request was $40,000,000. 
“The activities of the Public Health Service dealing directly with 
health” is the Janguage of the authorization. I am rather confused 
as to what specifically is health, but anyway the Bureau of the Budget 
tried to come up with some guess on it, and perhaps they did about 
as good as anybody else could do. Is that right? 

Mr. Frrzparrick. Mr. Chairman, speaking with reference to your 
special interest in having facilities and housing treated as one—you 
will recall that the legislation when originally introduced did adopt 
that approach. 

Mr. Tuomas. That is right, it was taken out in conference. 

Mr. Frrzparricx. The Congress decided that the four functions 
specifically mentioned in section 316 should be handled by the Public 
Health Service. 


UNIT COSTS FOR PUBLICLY CONSTRUCTED DEFENSE HOUSING 


Mr. Tuomas. I notice your cost here on these public defense housing 
units, $10,000 a unit, and your trailers cost $2,900 and temporaries 
cost $5,980 a unit. You have 16 permanent public housing. Is this 
16 trailer camps? 

Mr. Firzparrickx. That is 16 projects, 16 areas where trailers will 
be located. 

Mr. Tuomas. How many units are you going to have in these 16 
projects? The unit cost is $10,000, and the sum total is $15,000,000. 
How many units will that be? 

Mr. Frrzparrick. 1,500 trailers and 4,875 temporaries. 

Mr. Tuomas. These will be rather large projects, will they not? 
Your temporaries cost $5,980, and you have 1,553 projects. How 
many units will be in each one of those projects? 

Mr. Keuiy. 4,875 units, which is a little over 90 units per project. 

Mr. Tuomas. In other words, they will be placed then, as far as 
permanents are concerned, in 16 different towns and cities? 

Mr. Keury. That is right. 

Mr. Tuomas. As far as your trailers are concerned, they will be in 
16 different towns and cities and as far as your temporary public 
housing is concerned, they will be in 53 different towns and cities? 

Mr. Eean. That is right. 

Mr. Tuomas. How many units will that average for your permanent 
public housing? 

Mr. Ketty. A little over 90 per project. 

Mr. Firzparrick. A little over 90 in permanent, a little over 90 in 
trailers, and approximately 90 in temporaries. 
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NEW POSITIONS REQUESTED 


Mr. Reporter, will you insert in the record at this point a table en- 
titled ‘‘New Employees Requested Under Supplemental Estimate.” 
(The table referred to is as follows:) 


New employees requested under supplemental estimate 


Under Office of the Administrator: 
Defense housing (including administrative expenses of Public Hous- 
ing Administration) 
pee TROUMUNOG. Sn ee ad eae 4 
Programing of defense housing 
Federal National Mortgage Association 
Prefabricated housing 


LO COTES Bete Sea ES EPL SRE, IEE ee Sag 
Federal housing: 
Amereinve CRoennes a ees es a eee al 14.5 
ponadministrative expeness.... 31S ewe bk 564 


Grand total 


Mr. Tuomas. The table which I have referred to indicates that the 
Office of the Administrator for Defense Housing is requesting 186 
new positions and for community facilities 42 new positions. For the 
programing of defense housing 264 new positions are requested. For 
the Federal National Mortgage Association 159 new positions are 
being requested. For prefabricated housing 32 new positions are 
being requested. For the Federal Housing Administration 14.5 new 
positions are being requested under the category of administrative 
expenses. And 564 new positions are being requested under the 
category of nonadministrative expenses. 

That is a total of 1,261.5 positions in the supplemental bill. 

Of that number, 186 are for defense housing, while 42 are for com- 
munity facilities. For the programing of defense housing 264 positions 
are requested, while the Federal National Mortgage Association 159 
are requested. For prefabricated housing 32 are requested. That is 
a total of 683 for the Office of the Administrator. Is that correct? 

Mr. Franrz. That is right, Mr. Chairman, if you include PHA 
and Fanny Mae. 

Mr. Tuomas. Mr. Egan, there are one or two questions I would like 
to ask you about your part of the program. Now, these permanents, 
16 projects, there are about 90 units in each program; is that correct? 

Mr. Eaan. That is correct, sir. 

Mr. Tuomas. That applies to the permanents, the temporaries, and 
the trailers; is that right? 

Mr. Eean. That is right, sir. 

Mr. Tuomas. Now, these houses are public housing, but are they 
to be used as subsidized low-cost housing, or merely for defense 
workers? 

Mr. Ecan. They are purely for defense workers, Mr. Thomas. 

Mr. Tuomas. And no part of the rent, utilities, and so forth, will 
be subsidized; is that correct? 

Mr. Eaan. That is correct. 
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RENTAL RATES FOR DEFENSE HOUSING 


Mr. Housing. Now, what rental will you charge for the permanents, 
the temporaries, and the trailers? 

Mr. Eaan. We anticipate that we will have a rent of about $65 for 
the permanents and about $50 for the temporaries. I think the rent 
for the trailers will be about the same as that for the temporaries, 
Mr. Thomas. That includes all utilities, of course. 

Mr. Tuomas. Well, now, do you intend to furnish either the per- 
manents, the temporaries, or the trailers? 

Mr. Eaan. To furnish them? 

Mr. Tuomas. Yes, sir. 

Mr. Eaan. No. The trailers will have some furniture as part of 
the unit when it is purchased. The bunks will be in there. 

Mr. Tomas. But as far as the permanent or temporary housing is 
concerned, there will be no furnishings other than utilities? 

Mr. Ecan. That is right, sir. 

Mr. Tuomas. Now, the rents you charge will be the same as the 
rents for similar projects in each area? 

Mr. Eaan. I anticipate that we may be somewhat under the com- 
parable rent in private housing for the same accommodations. 

Mr. THomas. Why? 

Mr. Eaan. Well, in the first place, we.are borrowing money a little 
cheaper. We are charging—what is it, 24 percent? 

Mr. Firzparrickx. Two and one-half percent. 

I might add that there are two other substantial items in there in 
that, of course, that we don’t have to figure that the property must 
return a profit in the sense that the private operator does on the 
operation itself, or on the equity that the private operator has to 
invest. Moreover, another place where substantial savings result 
is, | think, in the type of services that we will have to furnish, which 
are somewhat of a lesser standard than the ordinary private operator 
must furnish in order to attract and hold his market. 

Mr. Tuomas. Well, are you figuring on collecting enough rent from 
each of these categories, the permanents, the temporaries, and the 
trailers to amortize them? And if so, over what period of time? 

Mr. Ea@an. On the permanents, we will; on the temporaries we 
will never collect the full amount. 

Mr. Tuomas. What about the trailers? 

Mr. Firzparrick. Jack, can we pay out on the trailers against their 
useful life? 

Mr. Ketty. If we are able to purchase the kind of trailers we pur- 
chased in the case of the Kansas City flood, which is a standard 
trailer, we will be able to. If we have to purchase a lesser type, 
such as we had to purchase in World War II, then we can’t do it. 

Mr. Tuomas. Then to a certain extent these are subsidized housing 
quarters, then, aren’t they? In other words, if a man had to go in, 
using FHA assistance and they have to charge a higher rent than you 
plan on charging either for the permanents or the temporaries or the 
trailers, what you are planning would be subsidized housing, is not 
that correct? 

Mr. Firzpatrick. I think in a sense that is true, Mr. Thomas. 
That is inherent in the operation. 
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Mr. Toomas. What do you mean by “inherent in the operation’’? 
Is there anything in the act that makes it mandatory that you charge 
a lesser rent than these same facilities would bring in a private market 
in a general market? 

Mr. Firzparrick. Yes, there is a requirement of the act that we set 
the rents on the basis of full economic rents. 

Mr. TxHomas. Will you read into the record at this point that sec- 
tion of the act? Do you have it convenient and handy? Can you 
find it quickly? 

Mr. Frrzpatrick. While Mr. Frantz is looking that up, let me say 
that in the case of temporary housing I think perhaps its useful life 
might be a period of 10 or 15 years, properly maintained. If you were 
to use it over the full period, I think we would recapture. 

Mr. THomas. What distinction, what yardstick do you use in 
determining the difference between a permanent house and a temporary 
house? Are they all going to be made of wood or brick construction 
or what? 

Mr. Eaan. We anticipate, Mr. Thomas, that—depending on the 
local code requirements in the locality—we will build to the minimum 
code requirements. They do not necessarily have to be of masonry 
construction. 

Mr. Tuomas. Perhaps prefabricated houses for your temporary 
housing? Will they be prefab? 

Mr. cain: Well, they will be mobile housing. I mean that they 
will have to be so designed that they can be moved, according to the 
requirements of the statute, Mr. Chairman. 

Mr. Firzpatrick. We are not speaking there of prefabs in the form 
of demountable houses. The demountables will be permanent 
structures. 

Mr. Tuomas. Can you put your finger on that section of the act, 
please? 

Mr. Firzpatrick. It is section 312. 

Mr. Toomas. Would you read it into the record? 

Mr. Firzparrick. (reading) : 

The Administrator shall fix fair rentals based on the value thereof as determined 
by him which shall be charged for housing accommodations operated under this 
title and may prescribe the class or classes of persons who may occupy such 
accommodations, and preferences or priorities in the rentals thereof— 

That last relates to preferences for defense workers. 

Mr. Tuomas. There is nothing in the act which makes it mandatory 
that you subsidize these houses, the occupants, rather, of the houses. 
It says “charge a fair rent.’”’ What interpretation do you put on 
“fair rent.”’ 

Mr. Firzpatrick. In terms of permanent housing, we must fix a 
rental on the basis of recovering the capital cost and the cost of the 
money invested in constructing the house. 

Mr. Tuomas. Well, is there any distinction made in the act be- 
tween a permanent house and a temporary house with reference to 
fair value of rent thereof? 

Mr. Firzpatrick. Not in that sense, but when you get to the case 
of a temporary house other than a trailer, for example—I don’t know 





where you could find a standard in the community of what is com- 
parable to that if you try to define comparability. 
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Mr. Tromas. The probabilities are that these temporary houses 
that you are going to build are going to be a whole lot better than 
some of the houses that some of the local folks have heretofore called 
permanent, are they not? 

Mr. Firzparricx. Mr. Thomas, I think we have benefitted from 
our experience last time and we would not propose to build that type 
of temporary housing in this emergency. 

Mr. Tuomas. Is there a section of the legislative act making it 
mandatory that the funds for public housing be appropriated to the 
Housing and Home Finance Agency rather than to the Public Housing 
Administration? 

Mr. Frrzparricx. Yes, sir. The act places the functions in the 
Administrator and authorizes appropriations to carry out the act. 

Mr. Tuomas. And authorizes the Administrator to delegate some- 
one to carry out his functions? 

Mr. Firzparricx. Yes, the Administrator has that under his 
general power. 


FEDERAL NATIONAL MorrGAGE ASSOCIATION 


Mr. THomas. What about the Federal National Mortgage Asso- 
ciation, for which a request of $450,000 of administrative expenses is 
made? 

Mr. Firzparrick. Mr. Thomas, Mr. Baughman, the president of 
the Corporation, is here. 

Mr. Tuomas. We are delighted to see you, Mr. Baughman. 

Mr. Firzparrick. He would like to have the opportunity to explain 
the request. 

Mr. Tuomas. All right, Mr. Baughman, will you proceed? 

Mr. Baucuman. Mr. Chairman, | have a prepared statement which 
I believe will give you the high lights and basic reasons why it is 
necessary that the FNMA seek additional administrative funds with 
which to operate during the current fiscal year. 





USE OF 





ADVANCE COMMITMENTS AND SET-ASIDES 





Among other things, the Defense Housing and Community Facili- 
ties and Services Act of 1951 authorized FNMA to make advance 
commitments, not to exceed $200,000 outstanding at any one time, 
to purchase mortgages covering programed critical defense area 
housing, military (;Vherry Act) housing, and housing for victims of a 
‘vatastrophe in a major-disaster area. This authority expires on 
December 30, 1951. By this action the Congress formally recognized 
the extreme shortage of mortgage funds that has prevailed for some 
months that has seriously hindered construction of this vitally needed 
housing, 

Carlier, in order to give as much assurance as possible, within the 
limitations of its authority, that ample funds would be available, 
FNMA sect aside $400,000,000 of its funds for the purchase of such 
mortgages on the over-the-counter basis. This fund has since been 
increased to $600,000,000 to meet currently foreseeable needs. It 
is hoped that the action of the Congress and the administrative action 
taken by FNMA will do much to stimulate mortgage credits for the 
purpose of financing the construction of the required housing. 
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In order, however, that FNMA’s limited commitment authority 
may be distributed as broadly as possible to meet the vital require- 
ments of all three categories of housing, it seems advisable to parcel 
out these authorized commitments funds as follows: $50,000,000 for 
military housing; $25,000,000 for disaster area housing; $20,000,000 
for atomic energy installation housing; and $105,000,000 for critical 
defense area housing. Within these three allocations FNMA plans 
to issue its prior commitments for the purchase of all mortgayes 
originated by individual lenders in connection with military housiug, 
disaster area housing, and atomic energy installation housing. As to 
programed defense area housing, FNMA plans to issue its prior com- 
mitments for the purchase of 50 percent of all mortgages originated by, 
individual lenders in connection with such housing. 

Mr. Tuomas. That is under the new act? 

Mr. Baveuman. That is correct, sir. 

These allocations and plans may be revised as the need requires. 


CHANGE IN MORTGAGE MARKET 


The current scarcity of mortgage credits needed to finance housing 
construction of the type described was not foreseen when we appeared 
before you gentlemen last February in connection with our budget 
request for the fiscal year 1952. At that time our estimates were 
based on what then appeared a reasonable assumption that the 
favorable home mortgage market that prevailed during the first three 
quarters of 1951 would continue. It appeared desirable to take 
advantage of that state of affairs by reducing the Government’s 
secondary mortgage market to a stand-by position. Accordingly, it 
appeared probable that a budget of $3,600,000 would be sufficient for 
administrative expenses as compared with $4,500,000 made available 
for the preceding period. This was predicated on an anticipated 
reduction in mortgage purchases from an estimated $770,000,000 
in fiscal 1951 to an estimated $175,000,000 for fiscal 1952, fortified by 
an anticipated increase in mortgage sales from an estimated $490,000,- 
000 for fiscal 1951 to $630,000,000 for fiscal 1952. The Congress 
authorized the sum of $3,060,000. 

Factors at work in the mortgage market that were then only dimly 
discernible and subsequently developing needs have completely 
reversed the picture. Instead of an anticipated decline in the over-all 
volume of our activities, it now appears probable that FNMA’s 
mortgage purchases during the current period will aggregate upward 
of $890,000,000, an increase of more than 400 percent over the pre- 
ceding estimates. : 

On the other hand it appears probable that mortgage sales will 
amount only to about $135,000,000 as contrasted with the expected 
$630,000,000—exactly half. Instead of being able to look forward to 
a steady curtailment of our mortgage purchasing activities and a 
reduction of our mortgage portfolio through stepped-up sales in an 
advantageous market, we are now confronted with a rapid expansion 
in the volume of purchases and a sharp reduction in sales on a depressed 
market. 

A number of factors have brought this about: Overextension in the 
amount of commitments made by large institutional investors during 
the fall of 1950 to finance new construction before credit and other 
defense restrictions took effect; a simultaneous decrease in the net 
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inflow of savings; the effect of Treasury and Federal Reserve Board 
action last March in revising the bond-support program discouraging 
the liquidation of Federal bonds for mortgage investment and in- 
creasing interest rates on conventional mortgage loans. The com- 
bined effect of all these factors has resulted in a sharp reduction in our 
mortgage sales activities, heavy cancellation of sales options, and 
substantial acceleration in the volume of mortgage purchasing. 

After careful and conscientious study we are persuaded that the 
amount previously authorized for fiscal year 1952 will be insufficient 
to administer our expanding activities in a manner that is compatible 
with the best interests of the Government. The prospects ahead are 
such as will entail substantial increases in the workloads of all 
‘FNMA’s activities, particularly the need for an intensive and extensive 
public-relations program designed to educate lenders and investors 
in the urgent need for mortgage credits to finance programed defense- 
area housing and to induce them to undertake a 50-percent participa- 
tion with the Government in underwriting the mortgage financing of 
such housing. Increased workloads will be encountered in the allo- 
cation and control of its ‘‘set-aside’”’ funds; the allocation and control 
of its commitment authorizations; the examination and review of an 
increasing volume of mortgages submitted for purchase; the super- 
vision, audit, and periodic inspection of approximately 1,400 servicing 
institutions that handle collections om mortgages and accountable 
therefor; the disposition of an increased volume of delinquency and 
foreclosure cases always attendant upon increase in portfolio; an 
expansion of accounting activities; vigorous efforts to increase sales 
for the purpose of keeping portfolio to a minimum; and providing the 
legal services and counsel necessary for the proper conduct of all 
aspects of our activities. 

We have given the matter careful study and thought ‘and it is our 
considered judgment that a supplemental authorization of at least 
$450,000 is urgent and imperative. The details are set forth at page 
17 of the justification that has been submitted. 


FHA INSURANCE AUTHORIZATION FOR TITLE IX 


Mr. Tomas. Mr. Richards, what is your limitation under Public 
Law 139 with reference to the 225,000 units that you will participate 
in? What is the outside dollar limitation? 

Mr. Ricuarps. The Congress increased our authorization by 
$1,500 million, but that was to be available for all programs of the 
act as needed and as authorized by the President. So no certain 
amount was set for title IX, but we can do some quick figuring and I 
think give you a reasonably satisfactory answer. 

Assuming that we had 160,000 cases and assuming that the average 
ser was running what it is now, it would be roughly about $1,200 
million 

Mr. Tuomas. Mr. Baughman, your problem is pretty well stated 
on page 17 and it is worth repeating. If you will bear with me, let 
me read it for the record. 


The budget request of FNMA for 1952 fiscal year was based on the assumption 
that the favorable home mortgage market prevailing during the first three quar- 
ters of the 1951 fiscal year would continue. Under such conditions it would be 

ossible to reduce the Government’s secondary market to a stand-by position. 
he estimates accordingly forecast for 1951 mortgage purchases of $770 million 
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and sales of $490 million, and for fiscal 1952 purchases of $175 million and sales 
of $630 million. The estimated decrea:e in purchases and in volume of mortgages 
requiring servicing permitted an administrative expense estimate of $3.6 million 
in comparison with $4.5 million made available for the 1951 fiscal year. 

In other words, the picture just reversed itself; is that right? 

Mr. BauGuMan. That is right. 


ESTIMATED MORTGAGE SALES AND PURCHASES 


Mr. Tuomas. Mr. Reporter, will you insert at this point the table 
appearing at the top of page 19? 
(The table referred to is as follows:) 























Original estimate, Current estimate, 
1952 fiseal year 1952 fiseal year 

Number Amount Number Amount 

Millions Millions 

of dollars of dollars 
Mortgages on hand, start of fiseal year. _._..........-.- 192, 800 1, 260 1 223, 561 1 1,578.9 
EEE Ser: See ery ore +25, 000 +175 | +127,140 +890. 0 
Sales during year + ER SETS SIT EET —90, 000 —630 —45, 000 —315.0 
Repayments and other credits_...........--...----..--- —4, 300 —57 —1, 880 —65.0 
Mortgages on hand at end of year___.-..........-..-.-- 123, 500 748 303, 821 2, 088. 9 
Average mortgage portfolio___...............---.-..-.-- 158, 150 1, 004 263, 691 1, 833. 9 
Purchase commitments... ...............-...-....-.... 0 0 25, 000 200. 0 








! Actual on hand July 1, 1951. 





Mr. Tuomas. The mortgages on hand at the start of the fiscal year 
1952 amounted to 192,800 at a total cost of $1,260 million, is that 
correct? 

Mr. BauauMan. That is correct. 

Mr. Tuomas. What is your total authorization? 

Mr. BauGuMan. $2,750 million. 

Mr. Tuomas. And you have tied up now $1,260 million; is that right? 

Mr. Baucuman. That was the original estimate. We actually 
have at the present time over $1,600 million in mortgages. 

Mr. Tuomas. And your limit is $2,700 million? 

Mr. BauGuMan. It is 2,750 million. 

Mr. Tuomas. Now, under this new act, namely, Public Law 139, 
you intend to jump up the number of mortgages from 192,800 to 223,- 
561. Is that correct? 

Mr. Baueuman. No, sir; that was the actual figure as of the end of 
June. It is going to jump up to 303,000 at the end of the year. 

Mr. Tuomas. 303,000? 

Mr. Baucuman. That is right. 

Mr. Tuomas. How do you come up with a good positive figure? 

Mr. BauauMan. Well, that is the best estimate we can make. We 
are already buying at the rate of $60 million a month. That is at the 
rate of $720 million a year, and we expect to increase the purchases as 
the result of these defense requirements. 

Mr. Tuomas. What was the significance of the set-aside for this 
program that was mentioned a while ago? 

Mr. Baucuman. That was $600 million. 
Mr. Tuomas. Do you think that will do the job? 
Mr. Baueuman. We are hoping it will. 
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Mr. Tuomas. On the basis of the $600 million, how many actual 
mortgages will you have to service? 

Mr. BauGHMaNn. $600 million divided by 8 would be about 
$75,000 or $80,000. Our average portfolio for the year will be 263,- 
691 mortgages. That is the average, considering the beginning and 
the end. 











PERSONAL SERVICES—-FNMA 


Mr. Tuomas. Mr. Reporter, will you insert at this point the table 
appearing on page 22 showing the distribution of personnel. 
(The table referred to is as follows:) 







The following table summarizes the present and proposed distribution of personnel 
according lo these groupings 

















| 
| Total | Washington Field 





Activity | | | | | | | | | 
Avail-| Re- In- |Avail-| Re- | In- |Avail-| Re- | In- 
able | vised | crease | able | vised | crease | able | vised | crease 


| | | 

























Executive Director and administra- | | | | | | 
tive services. - i RS. 129; 144 | 15 | 38 44 | 6 91 100 9 
Loans administration__..............| 104 139 | 35 | 10 12 | 2 94 127 33 
Legal services i Ne ga 30 | 64 | 34 | 12 | 15 | 3 | 18 | 49 31 
Fiscal services. ----------.-_-.-- | 382] 439| 57] 23] 23] OO} 350] 416 57 
Auditing services--------------- = |} 31] 49] 18]. 5] 5] OO} 126] 244] 318 

Total, all services._......--- 676 | 835 | 159 | 88 | 99 11 | 

| | | 


588 | 736.| 148 





119 of these employees, although located in field establishments are on the departmental payroll. 
137 of these employees, although located in field establishments are on the departmental payroll. 
3 These 18 employees proposed to be located in field establishments will be on the departmental payroll. 


Mr. Tomas. The table showing the distribution of personnel 
indicates that you want 148 additional personnel. 
Mr. BauauMan. That is in the field. There are 11 for the home 
office. 
Mr. Tuomas. I have here “total of all services, 148.” Is that 
correct? 
Mr. BauGuman. I think that is in the field. There are 159 all 
told, Mr. Thomas. 
Mr. Tuomas. It is a total of 159, you are right. There are 11 in 
Washington and 148 in the field. 
How are you doing since you consolidated your offices? 
Mr. Baucuman. We think fairly well. We think we are rendering 
good service with the consolidations. 
F Mr. THomas. How many people do you presently have in the 
eld? 
Mr. Baucuman. I think it is 545, or something like that. That is 
the last figure as of the end of August. 
Mr. Tuomas. You have 676 now and you want 
Mr. Bauauman. That is the total. 
Mr. Tuomas. You want to add to that 148; is that correct? 
Mr. BauGuMaNn. 159 positions. It amounts to about 94 man-years. 
Mr. Tuomas. That will give you a total of about 835? 
Mr. BauGuman. That is correct. 
Mr. Tuomas. Let me see the appropriating language, Mr. Clerk. 
Are these appropriated funds, or are these—— 
Mr. Baucuman. They are authorized funds. We use our own 
money. 
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Mr. Tuomas. Fee funds, we call them. 

Mr. BauGcuMan. Yes. 

Mr. Tuomas. What is the average cost for servicing a mortgage 
now under your consolidation? Have you been able to save any 
money? 

Mr. BauGuman. Our mortgages are serviced by our servicing 
agencies. We pay one-half of 1 percent. That is on small mortgages. 
We service all the large ones ourselves. 

Mr. Tuomas. Well, ‘T notice that you say: 


The principal increase involved is the amount of $48,200 for travel audit aid 
and inspection staffs. 


How many people do you have in travel status? 

Mr. BauGuman. We now have 18 auditors in the field who travel 
almost constantly. The additional travel money is for the increase in 
the number of auditors and for supervision of the servicing agencies 
That is necessary for them to examine the accounts of all these 
servicing agencies from time to time, and to supervise these mortgages 
and agencies and see to it that they are functioning properly. 


oS 


OTHER OBJECTS——-FNMA 


Mr. Tuomas. How do you break down, Mr. Baughman, this sum 
that you have here of $450,000? How much of it is for personal 
services and how much is for other objects? That is not set out in 
tabular form. It is in the narrative here. 

Mr. Franrz. | believe the table on page 24 will give you what you 
are looking for, Mr. Thomas. 

Mr. Tomas. Do you mean down at the bottom here? 

Mr. Franrz. Yes, sir. 

Mr. Tuomas. It is commingled with the regular 1952 figures? 

Mr. Frantz. That is true. 

Mr. Tuomas. Do you have a separate table showing the breakdown 

of the $450,000? 

Mr. Frantz. There is a green sheet that breaks that down. 

Mr. Tuomas. I note from the green sheet that you want $371,100 
for your personnel costs to take care of 159 employees. For travel 
you are requesting $48,200. Is that correct? 

Mr. BauGuMan. That is correct, sir. 

Mr. Tuomas. For communications you are requesting $6,800, for 
utilities services $11,300. For mise ellaneous contracts you are request- 
ing $2,000. What is that composed of? 

‘Mr. BauGuMan. Well, we still contract with RFC in some places for 
telephone service. It includes such costs as that. 

Mr. Frantz. That item of miscellaneous contractual services 
includes the cost of renovation of space and moving costs, which we 
pay to GSA. 

Mr. Tuomas. You mean you have to reimburse the GSA? 

Mr. Frantz. That is right, sir, for moving and for renovation. 

Mr. Tuomas. You have an item of rents and utilities here of $1,300. 

Mr. Frantz. That doesn’ t cover those charges. They are carried 
under ‘07 Miscellaneous.”’ 

Mr. Tuomas. Are you going to have to open up additional offices, 
and require more space than you presently have? 
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Mr. Frantz. We require more space in connection with the increase 
in people. That doesn’t involve opening any additional offices. 


REDUCTION OF PERSONAL SERVICES 


Mr. Tuomas. How many people were you obliged to reduce under 
the 1952 Independent Offices Appropriation Act? 

Mr. Baveuman. I don’t believe I have that figure. We are getting 
the number down gradually, I know that. 

From what figure do you mean, Mr. Chairman? We started out 
with 1,000 people a year ago, and we are down to 649. We haven’t 
gotten down low enough to meet the requirement. I would say we 
would have to cut somewhere around 68 or 70 people more. 

Mr. Firzpatrick. That question came down primarily to our clos- 
ing one more office, with the possibility that in order to meet the figure 
we might also have to close the Seattle office, which we had not figured 
on closing this year. We may still have to close it to meet the figure 
personnelwise that we have been obligated to stay within. 

You will remember, Mr. Thomas, that we had hoped eventually to 
cut down the Seattle office but did not want to cut it down while 
Alaska was so active. We may still have to close it anyway. 

Mr. Tuomas. Well, that figure would require you to reduce your 
present staff, did you say by 68? 

Mr. BaucuMan. That is right, between 68 and 70 people. 

Mr. Tuomas. Then with this request of 169 you will be able to re- 
tain those plus some additional 90 employees; is that it? 

Mr. BaucuMan. That is correct. 

I might add that in the interest of getting housing started we should 
really cas these men working at the present time in the field on this 
commitment procedure, and on getting that going so that the housing 
can be started. The mortgage market, as everyone who is very 
familiar with it knows, is at this time very poor and we have to do 
something to get a little life into it and get some housing started. If 
they get a commitment of course they can get local interim financing 
to go ahead if they can and get the project started. 

Mr. Tuomas. Then you are going to waive the 60-day period? 

Mr. Baucuman. We will waive the 60-day period. 


DerensE CoMMUNITY FACILITIES AND SERVICES 


Mr. Tuomas. I note that you have here $140,000 for administrative 
costs on community facilities. The total authorization, I believe, 
was $60 million, but the request is for a total of $40 million, of which 
$15 million will go to the Housing and Home Finance Agency while 
$25 million will go to the Public Health Service. Is that correct? 

Mr. Sewarp. To the Federal Security Agency, Mr. Thomas. Not 
all of it will go to the Public Health Service. 

Mr. Tuomas. What condition is your organization in now? 

Mr. Sewarp. Not a particularly healthy condition, Mr. Thomas. 
In connection with the authorizations of Public Law 139, I do not 
have any prepared statement to submit, sir, but I would like very 
briefly to comment generally on the situation. 

As you and the other gentlemen of the committee are aware, there 
has been a very rapid reactivation of both military and industrial 
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facilities. The situation which exists at the reactivated facilities is 
generally quite different from the situation when the facility was 
deactivated some 4 or 5 years ago or 6 years ago. As you know, sir, 
under the old Lanham Act we provided the necessary community 
facility for the areas as they were affected. The community facilities 
in general were reasonably adequate to meet the demands when the 
facility was deactivated. 

In many, many of the areas, the population has continued to in- 
crease materially and we have a situation today where at some of the 
reactivated operations the facilities do not begin to meet with the 
same degree of effectiveness the requirements as they existed when the 
facility was deactivated. 

Mr. Tuomas. How many projects do you have on hand now? 

Mr. Sewarp. We have on hand for disposition, I think, 43 projects 
now, Mr. Thomas, if I remember correctly. 


PERSONAL SERVICES 


Mr. THomas. How many employees do you have now? 

Mr. Sewarp. Altogether we have in our Community Facilities 
Service at the Washington level 47 people. 

Mr. Tuomas. How many do you have in the field? 

Mr. Sewarp. Mr. Thomas, the Community Facilities offices in the 
field have been recriented into regional offices of the Housing and 
Home Finance Agency. The total staff in the field offices handle 
most all of certain operations with respect to the programs of the 
Office of the Administrator. I do not have the exact figures here as 
to what the total personnel is in the regional offices. I am sure Mr. 
Frantz has that figure. 

Mr. Frantz. Yes, I do, sir. 

Mr. THomas. You want $140,000 to be drawn from your $15 
million for administrative expenses. Is there any limitation in the 
act on your administrative expenses? 

Mr. Sewarp. No, sir. 

Mr. THomas. And you want 24 man-years in the District of 
Columbia and 20 in the field, which makes about what, about 32 or 
33 jobs? 

Mr. Sewarp. That will make a total, Mr. Thomas, of 42 jobs. 

Mr. Tuomas. Forty-two jobs? 

Mr. Sewarp. Yes, sir. 


BREAKDOWN OF TYPES OF COMMUNITY FACILITIES PROJBCTS 


Mr. Tuomas. At this point in the record, Mr. Reporter, will you 
insert the paragraph in the middle of page 33 entitled “Recapitula- 
tion.” 

(The paragraph referred to is as follows:) 


RECAPITULATION 


On the basis of the foregoing considerations and estimates, that portion of the 
defense community facilities program assigned to the Housing and Home Finance 
Agency could be expected to produce the following projects: 
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Mr. Tuomas. I note from the paragraph entitled ‘Recapitula- 
tion’”’ that the number of projects you have for water is 35, while the 
number of projects you have for sewers is 28. The cost of the water 
projects would be $8,750,000, while the cost for the 28 sewer projects 
would be $4,900,000. You have all other projects listed at $1,000,000 
without describing the types, and you have another item here of 
$350,000 without describing the types. That makes a total figure 
of $15 million. 

How did you arrive at these figures? 

Mr. Sewarp. Mr. Thomas, we went back to our old Lanham Act 
experience under which we built some 4,000 projects of a like nature 
during the last war. Then we took the average cost of those projects 
and increased that by our estimate of how much construction costs 
have risen since that time. That is the basis, sir, upon which we 
were able to come up with those figures. 

Mr. Tuomas. Well, at best, under the circumstances all you could 
do is make a reasonably good guess? 

Mr. Sewarp. That is correct, sir. 

Mr. Tuomas. And in truth and in fact, none of these projects have 
been designated as of today? 

Mr. Sewarp. That is right, Mr. Thomas, not one of them. 

Mr. Tuomas. And none of the critical defense areas that have been 
designated by the Kaul committee have any community facilities 
projects connected with them as yet? 

Mr. Sewarp. We have quite a number of projects, Mr. Thomas, 
that have been planned or are in the process of being planned under 
the advance planning program, but there is no commitment whatever 
in those cases for any construction aid. 

Mr. Tuomas. Of course that is a planning proposition. That has 
been purely a peacetime proposition, has it not? 

Mr. Sewarp. Yes, sir. But at your direction, sir, when that pro- 
gram was reoriented we confined the advance planning only to those 
projects that were of a defense nature or had a defense connection or 
were absolutely essential civilian requirements. 

Mr. Firzparrick. Mr. Thomas, we could not exercise any of our 
powers with respect to the community facilities section of this bill 
in the areas declared by the Kau. committee unless they were rede- 
clared under Public Law 139. The powers may be exercised only with 
respect to an area found under this bill and that would not relate to 
these previous areas unless redeclared. 

Mr. Tuomas. Of course, as a practical everyday proposition, 
they will be. 

Mr. Firzparrick. I think so, Mr. Thomas. What is done is done, 
and it was done on essentially the same standards. If the needs are 
there, I think we are obligated to meet them. 





































111 


PERSONAL SERVICES 


Mr. Tuomas. You think you need these 42 new jobs. How many 
people do you say you have on the payroll now? 

Mr. Paitures. Not 42 new ones? 

Mr. Tuomas. Yes. 

Mr. Sewarp. Forty-two. 

Mr. Tuomas. It is a total of 42. How many do you have altogether 
on the payroll now in the District of Columbia and in the field? 

Mr. Sewarp. In the District of Columbia we have 47, Mr. Thomas. 

Mr. Tuomas. How many do you have in the field? 

Mr. Sewarp. Mr. Frantz, sir, was going to give you that figure on 
the regional offices, which includes all operations. That is not confined 
to Community Facilities, sir. 

Mr. Frantz. That is correct. There are 241 employees presently 
in the regional offices: 

Mr. Tuomas. You usually break them down in your regular justifi- 
cations by fractions, and so forth, and you come up with an answer. 
How many do you figure you are charging to Brother Seward in the 
District of Columbia and in the field? 

Mr. Sewarp. Those 42 are all chargeable to me in the District of 
Columbia. 

Mr. Frantz. In the District of Columbia that is right. There are 
an estimated 35 of that 241 in the field who are employed primarily 
in connection with credit control and in the locality survey activities 
under the Defense Production Act. 

Mr. Tuomas. In other words, you have about 75 on the honor roll 
now and you want to increase that by 42 or 44 more; is that it? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. You are liable to have some folks sitting around there 
for 2 or 3 months—are you not?—with nothing to do. 

Mr. Sewarp. That situation has never existed, Mr. Thomas. I 
don’t think there is any reason to assume that it would now. 

Mr. Tuomas. You mean that they work on old projects now? 

Mr. Franrz. Excuse me. That figure of field employment, includ- 
ing community facilities, also includes the people who are employed 
in connection with the school-aid construction program under Public 
Law 815, where we handle the construction job for the Office of 
Education. 

Mr. Tuomas. That is on a remibursable basis. They pay you for 
that? 

Mr. Sewarp. That is right. 

Mr. Tuomas. So, you don’t charge that to this appropriation? 

Mr. Frantz. No, sir; but it is included in that employment figure. 

Mr. Tuomas. Anyway, that other crowd knows a good man when 
they see one and they are glad to have you do the work for them; are 
they not? 

Mr. Sewarp. It has been a pleasure to do it for them, Mr. Thomas. 


DEVELOPMENT OF ISOLATED DEFENSE SITES 


Mr. Tuomas. What about the development of isolated sites? Do 
you have any administrative costs? It is a brand-new item. You 
have set aside $10 million for it. Do you have any program? 
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I notice this language here for the revolving fund: 

Authorized by title IV of the Defense Housing and Community Facilities 
Services Act, including necessary administrative expenses in connection with 
said title $10 million to remain available until expended. 

This is a Treasury authorization; is it not? It has to be appropriated 
for the first time; does it not? 

Mr. Firzpatrick. Yes, sir. 

Mr. Tuomas. Or do you borrow it straight from the Treasury? 

Mr. Firzpatrick. No, sir; it must be appropriated to the revolving 
fund in the Treasury. 

Mr. Tuomas. How much do you figure for administrative expeases? 

Mr. Firzparrick. The indication is about $30,000 to $35,000. 

Mr. Frantz. As an annual figure until some active program gets 
started. 

Mr. Tuomas. I note this language: 

And for necessary administrative expenses in connection with these develop- 
ment activities are incident to the temporary management of communities. No 
advances will be obtained or any funds expended until such time as a project is 
identified, except for the very modest sum which would be necessary to defray 
the cost of the program planning work which must precede the initiation of the 
first project. 

I also note this language: 

In general, the new title is designed to make‘it possible to avoid many cf-the 
difficulties which have been encountered in areas such as Savannah River, 8. C., 
and others where the defense effort has required the development of large-scale 
installations in isolated or relatively isolated spots. Among the purposes in- 
tended to be accomplished are the following: 

(1) To relieve the defense agency primarily responsible for the installation of 
the task of planning and developing facilities adequate to house the necessary 
construction personnel and of providing permanent communities for maintenance 
and operating staffs. 

(2) To prevent or minimize land speculations in such areas. 

(3) To avoid the necessity of establishing and maintaining Government-owned 
communities such as those at Oak Ridge and Hanford. 

The $10 million authorization would provide a revolving fund in the Treasury 
from which the Administrator could borrow funds to defray the costs of making 
general plans for the development of necessary houses and community facilities 
in connection with such a defense installation; for the purchase and clearance of 
the land; for the installation, construction, or reconstruction of essential streets, 
utilities, and other site improvements. 


It seems that the punch line here is that no advances will be obtained 
or any funds expended; is that correct? 

Mr. Firzparricx. Until a project comes up of that type and find- 
ings prerequisite to the exercise of this power are made. 

Mr. Tuomas. What do you have in mind now? You evidently 
have something in mind or you wouldn’t be asking for $10 million. 

Mr. Fitzpatrick. I think that this program is primarily conceived 
to meet the type of situation reflected originally by the operations of 
the Atomic Energy Commission in the Savannah River, S. C., area. 
I would question whether at this time it would be feasible to use 
these powers in that area, because of the time that has elapsed since 
then. At this point, I could not say to you that we have knowledge 
of any other types of operations like that which are about to go into 
effect. 
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May I go off the record? 
Mr. Tuomas. Yes. 

(Off the record.) 

Mr. Tuomas. But the point you made is that you did not have any 
specific plans and projects of any kind. I want now to quote from 
your own language. [Reading:] 

First the success of this operation will be completely dependent upon effective 
timing, in order that the development of housing and facilities may accompany 
the development of the defense installation. It is considered essential that 
policies and procedures, in considerable detail, be developed prior to the necessity 
for operation of this title. 

That assumes that none are on the drawing boards now. That 
language continues: 

Consequently, it is planned to limit administrative expenses to $30,000- 
$35,000 per year for this developmental work. The size and type of field staff 
necessary once a project is actively undertaken will depend upon the scope of 
defense activity involved, which, of course, is impractical to estimate at this 
time. 

How many employees will the $30,000 to $35,000 provide for? 

Mr. Frantz. About 4 or 5 man-years, Mr. Thomas. 

Mr. Tuomas. Why can you not absorb that small cost in the 
great office that you have and the good organization that you have? 
This comes directly under the Office of the Administrator; does it not? 

Mr. Firzpatrick. Yes, sir; it does. 

Mr. THomas. How many people do you have on the payroll of the 
Office of the Administrator? Give me that figure as of the Ist of 
September. 

{r. Franz. 840 in the departmental and field total. 

Mr. THomas. 840? 

Mr. Franz. That is right, sir. 

Mr. Tuomas. And. you want about 683 additional, or a total of 
about 1,500. Could you not absorb that small additional number? 


LOANS FOR PREFABRICATED HovusiInG 


Let us now take a look at prefabricated housing quickly. 

Mr. Reporter, at this point will you insert in the record page 40, 
which gives the breakdown of administrative expenses. 

(The page referred to is as follows:) 


Administrative erpenses—Loans for prefabricated housing 
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Personal services by onpani sation unit 
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Mr. THomas. The Table of Administrative Expenses indicates that 
for “Personnel services” the request is $90,400. For ‘Travel’ the 
request is $6,900; for ‘Transportation of things,’’ $100; for “Com 
munications services,’ $1,700; for “Rents and utilities services,” 
$2,900; for “ Printing and reproduction,” $300; for “Other contractural 
services,” $400; for ‘‘Supplies and materials,’ $700; and for ‘“‘Equip- 
ment,’ $6,600. That is a total of $110,000. 

You are asking for a total increase of 32 jobs, of which 18 will be in 
the field, 14 will be in the District of Columbia, at a total cost of 
$90,400 for ‘ Personal services.” 

I would like now to read this paragraph, which I think is worth 3 
getting into the record. 











The administrative cost of a program of this nature is relatively high because of 
the amount of supervision required to provide adequate safeguards for the pro- 
tection of funds advanced and the heavy volume of legal and financial documents 
to be handled. It is estimated that some 26 loans for $13 million will be committed 
in the 1952 fiscal year. Based upon previous experience, there will be a large 
number of inquiries, a relatively small percentage of which will result in the filing 
of loan applications. About 50 percent of the applications are estimated to 
receive approval. 











What is the status of that now? 

Mr. Frrzparricx. Under this new operation, or the status under 
the authorization transferred? 

a Mr. Tuomas. How many employees did you have in 1952 Inde- 
pendent Offices Appropriation Act? 

Mr. Firzparrick. At present we have 18 employees in that division. 
Thirteen are located here in Washington and five m the field. 

Mr. THomas. What is the total authorization? 

Mr. Firzparrick. I think the uncommitted authorization at this 
point is around $10 million. None of that may be used, under the 
language of the independent offices bill, except for protection of exist- 
ing accounts. 

Mr. Tuomas. And that is the way the Administrator wanted it? 

Mr. Firzparrick. That was the compromise. As you will recall, 
at that time we did come in and discuss with you the absolute neces- 
sity of some freedom to protect funds advanced. 

Mr. Tuomas. Off the record. 
(Off the record.) 
Mr. Tuomas. Go ahead. 
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APPROPRIATION LANGUAGE 


Mr. Frirzparricx. The language in the Independent Offices Appro- 
priation Act is as follows: 


Provided, That no additional loan shall be made under the authority trans- 
ferred to the Administrator pursuant to Reorganization Plan No. 23 of 1950 for 
the foregoing purposes after the effective date of this act unless the Administrator 
shall have determined that such loan is in the interest of the Government in the 
furtherance of any existing loan or for the refinancing of any existing loan. 


Mr. Tuomas. Here is your appropriation language for your 
supplemental: 


The amount made available under this head in title IV of the Independent 
Offices Appropriation Act, 1952, for administrative expenses incident to proviling 
financial assistance for prefabricated housing and large-scale modernized site 
construction is increased from ‘'$157,250” to ‘$267,250’; and such inereased 
amount shall be available for administrative expenses in connection with. all 
functions of the Office of the Administrator under section 102 of the Housing Act 
of 1948, as amended, and title V of the Defense Housing and Community Facilities 
and Services Act of 1951. 


STATUS OF AUTHORIZATION FOR PREFABRICATED HOUSING LOANS 


Mr. Morsse. When we got it there was approximately a’ total, 
there was a total of $50 million. 

Mr. THomas. $50 million authorized? 

Mr. Morse. Yes; under the act of 1948. 

Mr. Tuomas. How much did you have uncommitted at the time of 
transfer? 

Mr. Morse. At the time of transfer about $11.5 million. 

Mr. Tuomas. How much have you got uncommitted here? 

Mr. Morse. About $10 million. 

Mr. Tuomas. The language here says the probability is that you 
are going to need about $10 million—no; I will take that back. It is 
estimated that the loans you intend to make for $50 million included 
$13 million. So evidently you are collecting some money from that 
$37 million you had committed, is that correct, putting that back in? 

Mr. Morsr. Yes, sir. 

Mr. Tuomas. How did you come out with the California project 
which you tried to salvage and save? 

Mr. Frrzpatrick. Mr. Thomas, we worked that up to the point 
where we thought we had a pretty good loan. And subsequently the 
proponents of that modified the proposal to the point where we thought 
we were obligated to decline to make the loan and foreclosure proceed- 
ings have been instituted. 

Mr. Tuomas. You could not salvage it? 

Mr. Firzparrick. No, sir. 

Mr. Tuomas. How much of a loss did you have? 

Mr. Frrzparricx. Have you got an estimate of that, Jerry? 

Mr. Morse. Can we make that off the record? 

Mr. Tuomas. Sure. 

(Off the record.) 

PERSONAL SERVICES 


Mr. Tuomas. What is the total number of employees as of Septem- 
ber 1? 
Mr. Firzparrick. A total of 18—13 departmental and 5 field. 
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Mr. Tuomas. A total of 18—13 and 5? 

Mr. Firzpatrrick. Yes. 

Mr. Tuomas. With 129 mortgages outstanding. And you want to 
practically double that with 32 new positions. Isn’t that considerably 
out of line? 

Mr. Firzpatricx. No, Mr. Thomas. The case where we have a 
group of 90 loans to individual veterans really ought to be counted as 
a single loan. So we would have for all practical purposes 33 loans. 

Mr. Tuomas. Thirty-three loans rather than 129? 

Mr. Frrzparricx. Yes, sir. The 90 is somewhat misleading. 

Mr. Tuomas. Well, you have got one employee to two outstanding 
loans. That is considerably out of line. And you plan to do how 
much additional business, now? About another $13 million? 

Mr. Firzparrick. We anticipate $13 million under the new au- 
thorization consisting of roughly 22 loans. 


MAXIMUM LIMITATIONS ON MORTGAGE INSURANCE 


Mr. Yates. I noticed in the justifications the statement that the 
new housing act for which this appropriation was sought looks to a 
top limitation for the construction of houses of $8,100. Am I correct 
on that, approximately $8,100 for a 4-room home or a 4-room unit? 

Here it is on page 5 of the justifications, your bound justifications 
[reading]: 

Section 908 authorizes the Commissioner to insure mortgages on rental projects 
not to exceed 90 percent of the value of the property when the proposed improve- 
ments are completed and not to exceed $5 million. 

Mr. Firzpatricx. You are speaking there, Mr. Yates, of the maxi- 
mum. mortgage amount that the FHA could insure. 

Mr. Puruups. Not the price of the building. 

Mr. Yates. It says: “Further limitations of $8,100 per family 
unit.”” Is that the maximum mortgage amount? 

Mr. Frrzparrick. That is the maximum mortgage amount. 

Mr. Yates. That would be what? That would be about $9,000 
value? 

Mr. Firzparrick. Yes; on a 90-percent basis. 

Mr. Yates. Can you build outside of the South or the warmer 
climates of the country for $9,000? 

Mr. Frrzparrick. Our experience would indicate that. Moreover, 
I think the Congress itself has recognized that that is the expectation, 
with the realization that there may be some areas which are problem 
areas, and they have provided some flexibility. 

Mr. Yates. For a thousand dollars. You can’t build them around 
the city of Chicago for that amount, can you? I was under the im- 
pression that the FHA averages, certainly for the city of Chicago, for 
a 4-room house, were around eleven or twelve thousand dollars a year 
and a half ago. 

Mr. Ricuarps. Our average loan last year was about $7,000, with 
an average value somewhat in excess of $8,000. 

Mr. Yates. Nation-wide? 

Mr. Ricuarps. Nation-wide. I recognize that costs vary from area 
to area and in metropolitan areas in many respects, particularly in the 
North where the costs are higher because of the type of construction 
that is necessary, and so on. 
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These military housing projects which have been built are insured— 
the loans insured under the FHA title VIII have had the same limi- 
tations of $8,100 per unit, and they have been developing in all parts 
of the country. And.I think they have been very good housing. 
That means normally that the valuation might be 

Mr. Yates. Did you say an average cost? 

Mr. Ricnarps. They have been built with an $8,100 maximum 
mortgage amount. 

Mr. Yates. Have most of those been built in the South? 

Mr. Ricwarps. No. They have been built pretty much all over 
the country. As a matter of fact I just saw one a few weeks ago out 
in Cheyenne, Wyo., where there is a very rigorous climate, and I would 
say it was an exceptionally well-built house. And these were single- 
family units, whereas the multifamily units generally are somewhat 
cheaper per unit. We think that you can operate under this title of 
maximum mortgage amount of $8,100, particularly with the permission 
to go another $900 in mortgage amount, which is a thousand dollars in 
value, in so-called high-priced areas. 

Mr. Yates. That is roughly a house of $10,000 with four rooms; 
isn’t that right? 

Mr. Firzpatrickx. Yes. There is also this fact. Those are not 
ceilings of cost, they are ceilings on the mortgage which the FHA 
may insure. 

Mr. Yates. What is the present ceiling on the amount that a per- 
son may build a house for in a critical area? 

Mr. Firzparrick. There is no ceiling on costs, Mr. Yates. There 
is a square foot limitation. 

Mr. Yates. I thought there was a $25,000 limitation. 

Mr. Firzparrick. I think at one time they had a $35,000 cost 
limitation on it. But I think we all felt a square footage limitation 
was a much more feasible limitation, and it operates far better geo- 
graphically. And it was changed to a 2,500 square foot limitation. 

Mr. Yarers. And you do feel that this is a realistic limitation—is a 
high enough limitation to permit every section of the country to be 
served by this housing program rather than just the sections that 
don’t require heated units and other units of that type? 

Mr. Frrzparrickx. We feel so; yes, sir. 


PROSPECT OF LOSSES ON PREFABRICATED HOUSING LOANS 


Mr. Yates. What is the outlook on this prefab program, in your 
opinion? Are you running into the same sort of difficulties that you 
run into under the present one? Under the present one there were 
losses of 18 percent up to now; isn’t that right? 

Mf. Frrzparrick. Yes. You have to take into consideration loan 
cases which I think perhaps tend to obscure what otherwise has been 
a rather good record with loans that were originated by RFC and 
transferred to us. We do have a number of loans where we have 
shown substantial progress; where the accounts are in good shape and 
where producers are making a very good record. I think we will 
have sound protection in the type of program which is contemplated 
by this title of the act, in that the loans are restricted to those pro- 
ress who have a record of being able to produce and market a good 
10use. 
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Now I think you have got to recognize the fact that the section 102 
program which got transferred to us was somewhat in the nature of 
an experimental program, and perhaps it was necessary to take more 
risks in connection with development than are contemplated in the 
authorization in the present act. 

Mr. Yares. In other words, you assume they would be more careful 
in extending the loans than may have been true in the past? 

Mr. Firzparricx. I think that is reflected in the statement, that 7 
of the applications that might be expected not more than about half 
of them would qualify. 

Mr. Yares. I think that is all, Mr. Chairman. 

Mr. Frrzparrick. I would like to add one other thing in connection 
with prefabs with reference to the fact that 18 people may seem a 
sizable staff. I think that that really leads to false economy. For 
example, we have the General Panel case which is now in litigation 
in California. It is handled by the United States attorney. He has 
no knowledge of this loan. He is not familiar with the background 
of the documents. The only way that we can work with him is to 
make a man from our office available to him on an almost full-time 
basis. We do not have anybody for that. We haven’t room within 
our present authorization to get another man. At the moment I am 
operating on the basis of temporarily borrowing from the RFC a man 
who used to know something about it.. I pull our agency manager 
for the FNMA from Los Angeles in on it occasionally, but he has a 
full-time job to do besides that. 

So we are inadequately dealing with a claim of $4 million. One more 
man at a salary of six or seven thousand dollars might result in a more 
adequate handling of that claim in the courts and the subsequent 
recovery to the Government of what otherwise may be dissipated for 
inattention in handling. 
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CAPITAL IN FHA INSURED PROJECTS 





Mr. Yares. Just one more question. In connection with the 
housing that has occurred under the FHA program, and I assume will 
also occur under this one, is there any risk capital that is going to be 
put into the program in addition to the loan on 90 percent of value 
when a project is completed? 

Mr. Firzparrick. | think Mr. Richards is probably more experi- 
enced on that than I am. 

Mr. Ricwarps. Well, valuation and cost estimating are not mathe- 
matically precise operations, and they vary according to the builder. : 
And in reaching a cost estimate of a project vou go out into the field 
and get information with respect to cost, with respect to productive 
capacity and labor, and reach vour conclusions. Now it is recognized 
that those conclusions are based upon typical operations. Some 
builders may not be typically good, and other builders may be from 
an efficiency standpoint far superior to the typical builder. So that 
we recognize that when we get into the ratio of 90 percent loan to 
value of cost we are getting up very high, and that the builder’s over- 
head and profit should probably approximate 10 percent. 

Mr. Yares. The minimum is 10 percent ordinarily? 

Mr. Ricwarps. Ordinarily. And what I am talking about is recog- 
nized profit, not what they might be able to sell on. So that assum- 
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ing that is correct and the 90 percent is cost, and assuming that cost 
in the normal period might be properly considered value or value of 
cost, then the entrepreneur would be leaving in the project his over- 
head and profit in the deal, which is a minimum amount of actual 
risk capital. 

Now of course all of the mortgages are not 90-percent loans, or 
ratio of loan to the cost or value. Many of them are a lower ratio. 
And the higher ratio of loan to value or cost, necessarily the less risk 
capital goes into it. 


PREFABRICATED HOUSING 


Mr. Puiuuipes. On the bottom of page 38 vou say in a footnote that 
250 of your demountables erected at Oak Ridge are being moved to 
Paducah. Who will use them there? 

Mr. Franrz. As a matter of fact, Mr. Phillips, those are not ours. 
That is cited merely as an instance of the kind of use such units may 
have. Those are being moved to the Paducah properties of the Atomic 
energy Commission from Oak Ridge. 

Mr. Puiuures. And they are owned by Atomic Energy? 

Mr. Frantz. That is my understanding of it. 

Mr. Puiiuips. Do you have any in Savannah of the same type? 

Mr. Franrz. | believe we do not. 


ABSORPTION OF DEFENSE COSTS FROM REGULAR FUNDS 


Mr. Puiturps. This morning, Mr. Fitzpatrick, you said this in 
connection with your preliminary statement, and it has to do with the 
fact that vou want a certain amount of money, and if you don’t get 


a certain amount of money you would have to limit your activities. 
And I quote: “We would have to disrupt our domestic, our defense 
activities.”” It seems to me that as between defense activities and 
other activities vou would have said “We will have to disrupt our 
domestic activities.” 

Mr. Frrzparrick. I didn’t mean to imply that we would disrupt 
all our defense activities, but I meant that neither could we disrupt 
all of our statutory responsibilities. It would mean that both would 
have to be sharply curtailed—so sharply curtailed that they would 
not function effectively. 

Mr. Puriups. I was intrigued by it, because you are not the first 
representative of an agency who has implied that they cannot con- 
tinue all of their defense activities, come hell or high water, unless 
we give them more money to spend for domestic activities. 

Mr. Firzparrick. | didn’t mean to imply that, Mr. Phillips. I 
merely meant to illustrate that our general reduction after Korea and 
the reduction made in our 1952 estimates had pressed us in carrying 
out our activities—that we would have to cut them so sharply, along 
with defense, that we would not really function effectively at all. 

Mr. Frantz. Mr. Fitzpatrick, I don’t think that full sentence got 
in the record this morning. What it really says is that our statutory 
programs that have already been cut would have to be cut still further 
in order to avoid having to disrupt the defense activities. 

Mr. Puituips. You said a moment ago in talking about the number 
of contracts as between individual contracts with veterans and group 
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contracts, that you would consider all of the veterans contracts as one 
group so as to reduce the number. I understand what you mean, but 
I ask you this: Isn’t it true that with veterans contracts there is no 
overlapping responsibility—it isn’t a group responsibility, it is merely 
that in your office they are all approximately the same type and will 
probably require the same handling? 

Mr. Frrzparricx. And essentially involved in a single loan trans- 
action. 
Mr. Puruups. That is what I mean. 


HOUSING IN DISASTER AREAS 


Mr. Corron. You mention on page 22 that— 


The substantial increase in long range responsibility of the legal personnel under 
the general counsel, resulting from the new advance commitment procedure 
($200,000,000) and from the earmarked funds ($600,000,000) for defense and atomic 
energy housing, military housing and disaster (Kansas flood) housing, cannot be 
discharged except with additional legal personnel. 


What funds do you have earmarked for the Kansas flood disaster 
housing? 

Mr. BaucuMan. Fifty million set aside. 

Mr. Firzpatrick. Our set-aside for the disaster housing is 50 million 
of the advance commitment authority. 

Mr. Corron. You mean set-aside of your funds you now have in 
your possession? 

Mr. Firzparrick. Of our present FNMA authorization, 50 million 
dollars has been set aside for aid in the Kansas flood disaster area. 
Of the advance commitment authority which amounts to 200 million 
dollars, 25 million has been so set aside. 

Mr. Corron. So you are devoting a total of 75 million to that 
project? 

Mr. Firzpatrricx. That is correct. 

Mr. Baucuman. Fifty million is set aside, and that 25 million comes 
out of that 50 million set-aside. 

Mr. Corron. The total is 50 million. And that has no reference 
to any special funds that might be appropriated for the Kansas flood? 

Mr. Firzpatrick. No, sir. That is entirely under our present 
statutory authorization. 

Mr. Corron. And is the administration of that particular project 
requiring additional personnel? 

Mr. Firzparrick. In terms of what is required for the total set- 
asides and the total commitment authority; yes, sir. 

Mr. Corton. You are adding some special employees to take care 
of this flood project; is that right? 

Mr. Firzparrick. Yes. 

Mr. Corron. How many? 

Mr. Firzpatricx. Could you break that down? — 

Mr. BavGuman. I wouldn’t break it down. We work out of our 
Chicago office. It wouldn’t take very many. In connection with 
the Kansas flood situation the Housing Home Finance Administrator 
has programed 2,400 housing units out there for sale, and we stand 
ready to buy those mortgages once the houses are produced, and also 
issue commitments on them up to the extent of 25 million. And 
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then again we have been through our set-aside, and we prefer to send 
the mortgages on any existing new housing beyond the program up 
in that area. As far as our personnel is concerned in the purchase 
of mortgage and the issuance of commitments, I don’t know whether— 
it will probably take five or six or seven people, somewhere around 
there, once the volume gets rolling. 

Mr. Corron. I am serving at the present time on another subcom- 
mittee dealing with the Kansas flood situation and dealing with the 
special funds requested by the President of the United States for that 
purpose. Are some of those new funds requested to be for your 
department for your use? 

Mr. Firzpatrick. Which funds are you referring to? 

Mr. Corron. I am referring to the special funds that the President 
has requested for the Kansas disaster for various activities. Mr. 
Foley has been testifying on that. 

Mr. Firzpatrrick. I would say the general statement that went up 
there had an amount included for housing loans. 

Do you recall the figure, Pere? 

Mr. Sewarp. In the statement that I saw on it, Mr. Cotton, I 
think it was $75 million in one place and $95 million in another. 
Which was the one that was correct I am not sure. 

Mr. Puuures. Will you be reimbursed from this separate appropria- 
tion? 

Mr. Frrzpatricx. Mr. Phillips, I think that the way in which that 
was set up, it indicated that existing agencies would be used in respect 
to loans, but that insofar as there were indemnification features in 
the bill there was a question as to whether a new agency would be 
set up or whether they would try to fragment that among various 
agencies. But I think it contemplated as to housing—they would 
simply transfer that function to us. 

Mr. Corron. But as to any additional funds that might be ap- 
propriated as a result of the President’s request and handled by you, 
they would be transmitted to you in addition to this 50 million you 
have now set aside? 

Mr. Firzpatrick. Yes; that is correct. 

Mr. Corron. And if you administer it you would need some more 
personnel then? 

Mr. Firzpatrick. I assume that that is the case, sir. 

Mr. Corron. That personnel would be temporary while this par- 
ticular situation continued? 

Mr. Firzparrick. Yes, sir. I think they would be temporary in the 
sense that you reach a peak in making loans. But if you are in the 
business of making loans you wind up with a period of administering 
and servicing those loans. And that would mean, I assume, some con- 
tinuing personnel between the time when you get the peak of your 
loan-making function out of the way. 

Mr. Corton. So that it is possible that you may be asking imme- 
mere for some more personnel, should you receive those responsi- 
vilities? 

Mr. Firzparrick. If that is the case. If it is assigned to someone 
else I think the same would be true of them. 

Mr. Corron. That is all. 

Mr. Tuomas. That is all, gentlemen. Thank you. 

























SUBCOMMITTEE ON LABOR-FEDERAL SECURITY APPROPRIATIONS 
JOHN E. FOGARTY, Rhode Island, Chairman 


E. H. HEDRICK, West Virginia GEORGE B. SCHWABE, Oklahoma 
CHRISTOPHER C. McGRATH, New LOWELL STOCKMAN, Oregon 
York FRED E. BUSBEY, Illinois 


WINFIELD K. DENTON, Indiana BEN F. JENSEN, Iowa ! 
H. CARL ANDERSEN, Minnesota! 
1 Temporarily assigned. 


Fripay, SEPTEMBER 28, 1951. 
FEDERAL SECURITY AGENCY 


WITNESSES 


RUFUS MILEs, ASSISTANT ADMINISTRATOR FOR DEFENSE AC- 
TIVITIES. 

DEAN SNYDER, CHIEF, DEFENSE-COMMUNITY SERVICES 

DR. W. PALMER DEARING, ACTING SURGEON GENERAL, PUBLIC 
HEALTH SERVICE 

M. ALLEN POND, ASSISTANT CHIEF SANITARY ENGINEERING 
OFFICER, PUBLIC HEALTH SERVICE 

DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, SOCIAL SECU- 
RITY ADMINISTRATION ; 

MISS MILDRED ARNOLD, DIRECTOR OF DIVISION OF SOCIAL 
SERVICES, OFFICE OF COMMISSIONER FOR SOCIAL SECURITY 

ROBERT W. BROWN, ACTING BUDGET OFFICER, FEDERAL SECU- 

RITY AGENCY 


SUPPLEMENTAL Estimates, Community FactLities AND SERVICES 


Mr. Focarry. The committee will come to order. 
The committee will begin hearings on supplemental estimates for 
fiscal year 1952 for the Federal Security Agency, which the full com- 
mittee has referred to the subcommittee for consideration. 

For the record, the amounts, totaling $25,500,000, are included in 
House Document 242 of September 24, 1951. 1 think we might first 
include in the record the text of the two appropriation requests for 
the Agency, and also the brief accompanying statement of the budget 
as to the necessity for these items. Also, at the outset, let me say 
that these items stem from Public Law 139, approved September 1, 
1951, and referred to as the Defense Housing and Community Facili- 
ties and Services Act of 1951. Supplemental estimates are also before 
another subcommittee for other features of the act administered by 
the Housing and Home Finance Agency. 

(The appropriation texts and accompanying statement are as 
follows:) 

FrepERAL Securiry AGENCY 


DEFENSE COMMUNITY FACILITIES AND SERVICES 


For the provision of defense community facilities and services, including loans 
and grants therefor, in accordance with title Ill of the Defense Housing and 
Community Facilities and Services Act of 1951, including administrative expenses 
in connection with’ the construction of such facilities, $25,000,000, to remain 
available until expended. 
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SALARIES AND EXPENSES, DEFENSE COMMUNITY FACILITIES AND SERVICES 


For necessary expenses, not otherwise provided for, of the Federal Security 
Agency in connection with its functions under the Defense Housing and Com- 
munity Facilities and Services Act of 1951, including rent in the District of Co- 
lumbia; services as authorized by section 15 of the Act of August 2, 1946 (5 
U. S. C. 55a); and expenses of attendance at meetings of organizations con- 
cerned with the purposes of this appropriation; $500,000. 


The Defense Housing and Community Facilities and Services Act of 1951 
(Public Law 139, approved September 1, 1951) authorizes, in those areas desig- 
nated as critical defense areas pursuant to said act, (1) liberalization of Federal 
Housing Administration mortgage insurance terms, (2) provision of housing and 
community facilities and services not otherwise available, (3) acquisition of sites 
in isolated areas to prevent land speculation, additional and broader lending 
aid to the prefabricated housing industry, and (5) the grant of prior commitments 
to purchase mortgages by the Federal Neteeal go Association. 

The proposed supplemental appropriations are primarily necessary to permit 
the agencies named to fulfill the requirements of the cited Jaw and the effects 
thereof. 

Mr. Fogarty. Mr. Miles, are you going to present the opening 
statement on this request? 

Mr. Mies. Yes, Mr. Chairman. 

Mr. Fogarty. Will you state for the record your name and position 
in the agency? 

GENERAL STATEMENT 


Mr. Mries. My name is Rufus E. Miles, Jr., and I am Assistant 
Administrator for Defense Activities for the Federal Security Agency. 
| have a brief written statement which I would like to read and which 
I think will help to put this estimate in perspective. 

The Defense Housing and Community Facilities and Services Act 
of 1951, Publie Law 139, has recently been enacted to aid our defense 
mobilization program. Its purpose is to help local communities 
which are overburdened by defense activities to provide the essentials 
of community living without which our defense program would be 
substantially impeded. 


WORLD WAR II LANHAM ACT PROGRAM 


I think it would be helpful to the committee if I were to give very 
briefly the history of the Federal Government’s action during World 
War II to accomplish similar purposes and also to indicate what the 
developments have been so far during the current defense mobiliza- 
tion period. 

The core of the World War II program was title I] of the so-called 
Lanham Act. This title was added by Public Law 137, Seventy- 
seventh Congress, approved June 28, 1941, as an amendment to the 
original Lanham Act passed in October 1940. The beginnings of this 
earlier program were thus during a similar period of defense build-up. 
The Lanham Act was designed specifically for the provision of defense 
housing and community facilities and services in areas which were 
overburdened by defense activities. It (the Lanham Act) was 
broader than Public Law 139 just enacted, for which we are now seek- 
ing necessary appropr lations. 

‘For example, ‘ ‘public work” was defined as “any facility necessary 
for carrying on community life substantially expanded by the national 
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defense program.”’ Following this was a listing of authorized activities 
for which the Lanham Act was to be primarily—although not exclu- 
sively—devoted. The act was also considerably broader than Public 
Law 139 in terms of its original authorization which included $150,- 


000,000 for community facilities and services, as compared with 
$60,000,000 in the present act. 


LANHAM ACT EXPENDITURES 


Under the initial Lanham Act authorization and subsequent amend- 
ments covering community facilities and services, an amount of 
$357,655,056 (combined Federal and local funds) was spent for 
construction of community facilities over a period of 5 years, excluding 
schools which are not included in the present act. This money was 
broken down as follows: 


NC Cn, ogee bole tatk 1s cieeatninced elk Suto dacs $3, 080, 340 
IS Je bitte se Poh aa dewale Wee's oe keen ave dee cowehemes 120, 987, 093 
NS ERE Pe BIC Ee CEE EY OSE EE ae RON See Ee 103, 934, 841 
EE NIT TESS E00 OR A Ae We | A a 8 SAS EEN YS 65, 509, 678 
I i a case aloe ta malciav as ied REL a 31, 847, 458 
cen awanacmanansae essen pilinite d= tad auaen ae 3, 640, 031 
I AAI RE ee ee 6, 156, 256 
ai Spe EGE eR patel ee GERMS ae lepipe mn painck,> Wee see Fe OES: oF ee 77 22, 499, 359 


Approximately 77 percent of this total cost of construction was con- 
tributed by the Federal Government. Local communities contributed 
the remaining 23 percent. 

In addition to construction, a total of $77,240,023 of Federal 
money was spent for maintenance and operation of facilities and for 
other necessary community services. 


PROVISIONS OF PUBLIC LAW 139 


The current law is more restrictive than the old Lanham Act in 
that it does not include school construction or educational mainte- 
nance and operation. The present law is also much more precise 
than the old Lanham Act in its procedure for the declaration of critical 
areas, and in the requirements of section 103, which makes necessary 
very thorough inquiry into the financial capacity of a designated 
area to provide community facilities and services with its own local 
funds. 

At the.outset, the President, or his designated representative, must 
find the area to be critical under the three criteria set forth in the 
law—a new or reactivated Defense Establishment, substantial inmi- 
gration, and substantial shortage of housing or community facilities 
or services. Also, before a loan can be made, there must be a Federal 
finding, and the chief executive officer of the municipality or county 
must certify that the facilities needed to meet the defense impact 
could not otherwise be provided when needed. Before a grant or 
other payment can be made for community facilities and services, 
there must be both a Federal finding and a certification by appro- 
priate local authority that the facilities or services cannot be pro- 
vided and maintained without the imposition of an increased excessive 
tax burden or an unusual or excessive increase in the debt limit. 

Furthermore, Public Law 139 makes it very plain that the maximum 
use of private resources and of nonprofit agencies—as well as the use 
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of local public money and facilities—must be made in meeting com- 
munity needs, before any Federal funds can be made available. 

During our current defense mobilization program, the Federal 
Government has taken several limited steps in dealing with the 
problems of critical areas prior to the enactment of the recent Defense 
Housing and Community Facilities and Services Act (Public Law 
139). These steps included the creation of an Inter-Agency Critical 
Areas Committee—with a chairman in the Defense Production Admin- 
istration—for the purpose of designating critical areas so that credit 
restrictions could be relaxed where new housing was urgently needed 
for defense purposes. ‘That procedure was begun approximately 6 
months ago. To date, however, due to shortage of mortgage money 
and other factors, few new houses have been built as a result of 
private initiative in the 42 areas which were designated as critical and 
in which credit restrictions were relaxed to encourage housing con- 
struction. It is evident; therefore, that the relaxation of credit 
restrictions alone is not an adequate answer to the needs of those 
communities and the needs of the defense mobilization program. 
This fact was in part responsible for the enactment of this new law. 
We have confidence that this new law will result in the construction 
of many thousands of badly needed new housing units. When the 
new houses are built, there have to be new community facilities. 
That is why we are appearing before you with this estimate—to cover 
needed community facilities (and I might interpolate “and services’’) 
for which we have responsibility—water-purification plants, sewage- 
treatment works, hospitals, health facilities, and day-care and 
recreation facilities. 





DESIGNATION OF CRITICAL DEFENSE HOUSING AREAS 


As a result of the enactment of Public Law 139, the Interim Critical 
Areas Committee is in the process of being converted into an Inter- 
Agency Committee which will recommend for the guidance of the 
Director of the Office of Defense Mobilization, Mr. Charles E. Wilson, 
the areas to be designated as critical under Public Law 139. That 
Committee is composed of representatives of the Department of 
Defense, the Economic Stabilization Agency, the Department of 
Labor, the Housing and Home Finance Agency, and the Federal 
Security Agency. The Committee Chairman represents the Defense 
Production Administration. 

To date, no areas have been designated and announced as critical 
under Public Law 139. A procedure has been agreed upon, however, 
and it is anticipated that the naming of critical areas will proceed 
promptly. It may be anticipated that the first areas to be designated 
as critical under Public Law 139 will be drawn from the list of 42 areas 
previously designated as critical for purposes of relaxing credit restric- 
tions on new home construction. In addition, as time goes on, many 
other areas will be added to that list. 

It is possible to obtain a preview of other areas that will be desig- 
nated as critical under Public Law 139 by looking at the experience 
so far with the rent-control provisions of the Defense Production Act. 
The procedure for designating critical areas for purposes of Federal 
rent control is somewhat different from that contained in Public Law 
139, but the criteria are similar. In the intervening time since the 
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Defense Production Act amendments were enacted, nine areas have 
been designated as critical for purposes of Federal rent control. I can 
give you a list of them if you wish to have it. 


th 
It is anticipated that many more areas will be added to this list as e) 
time goes on. The Department of Defense submitted to the Congress 
a list of more than 200 areas which it thought might well have suffi- 
ciently severe housing problems so as to require Federal rent control. p 
We have attached a copy of that list to our justification since it is 
illustrative of the additional areas that are potentially critical under a 
Public Law 139. It is reasonably safe to predict that the majority c 
of areas which will be designated as critical for the purposes of Public au 
Law 139 will be drawn initially from the combination of the two lists ‘ 
of areas attached to our justifications—one of which is an actual list of tt 
critical areas previously designated administratively for relaxing credit P 


restrictions on housing, and the other is a list of potentially critical 
areas. 

Since no designations have yet been made under Public Law 139, 
we have not made a series of detailed surveys which could be used 
as a basis for preparing detailed budget estimates. We do have some 
data, however, which are indicative of need. For example, upon the 
advice of the Defense Department, the Public Health Service last 
spring made limited preliminary surveys in 50 areas which were 
regarded as potentially critical from the standpoint of health needs. 
These 50 areas contain 18 areas which have been heretofore desig- 
nated as critical under the interim procedure for relaxation of regula- 
tion X. That is the regulation covering credit restrictions on houses. 
Virtually all of the 50 areas studied by the Public Health Service are 
included in the potentially critical list heretofore prepared by the 
Defense Department in connection with Senate hearings on housing 
shortages and need for rent control. 

The over-all needs in these 50 areas for hospital and health facilities 
and for additional sanitation facilities totaled $117 million. I would 
like to interpolate there that the $117 million represents the additional 
amount estimated to result from defense impact and does not include 
any amounts which represent shortages in local housing before the 
defense impact occurred. This is the total needed without taking ‘ 
into account the possible local and State funds which may be available 
to help finance these facilities. No studies of local fiscal capacity have 
vet been made in these communities and will not be made until funds 
are appropriated under this act. The request before you represents 
a sufficient amount of money to get this program underway, but will 
provide only the most basic essentials of community living in the 
areas of greatest need. I should like to emphasize strongly that funds 
which are appropriated to carry out the purposes of Public Law 139 
will be used in a manner which will provide those facilities which in 
our judgment are the most essential to the successful completion of 
our defense mobilization program. We shall endeavor to make every 
dollar go as far as we possibly can. 

This is a brief statement of our approach to the manifold problems 
of community facilities and services. We shall be glad to endeavor 
to answer any questions which I am sure you have about the program 
covered by the estimate which is before you. 
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FUNCTIONS OF THE AGENCY UNDER PUBLIC LAW 139 


Mr. Foaartry. Now, as I understand Public Law 139, it vests all 
the powers and functions in the Housing and Home Finance Agency 
excepting those related to health. 

Mr. Mites. Yes, sir. 

Mr. Fogarty. Do you know what the over-all estimate is for this 
program? You can insert the exact amounts later. 

Mr. Mixes. The estimate for community facilities for the Housing 
and Home Finance Agency is approximately $15 million so that the 
combined total estimate for the two agencies is approximately $40 
million. 

Mr. Focarry. I understand the President has also authorized the 
transfer of the power and functions of community services to other 
agencies. 

Mr. Miues. Yes, Mr. Chairman. 

Mr. Focarty. What did he transfer to the Federal Security 
Agency? 

Mr. Mies. He has transferred to the Federal Security Agency 
responsibility in connection with the programs relating to day care 
and recreation. These are the only ones except for consultation 
responsibilities on libraries, if any, that may be built. 

Mr. Focarry. Do you have a copy of the order making the transfer? 

Mr. Mixes. The Executive order has not been signed though we 
have been given a copy of it. I would like to ask Mr. Snyder whether 
that has been signed. 

Mr. Snyper. It has not been signed. 

Mr. Miues. I believe it will be signed by the early part of the week 
and we can either give you a copy of the latest draft or provide you 
with a signed copy. 

Mr. Focarry. It does not amount to anything until it is signed, does 
it? 

Mr. Mires. No. It does not, except that these budget estimates 
are based upon an understanding that that Executive order will be 
issued in the manner stated to us by the Budget Bureau. 

Mr. Fogarry. If the Executive order is issued and signed who will 
assume responsibility in your agency? 

Mr. Mixes. The responsibilities with respect to day care will be 
undertaken by the Children’s Bureau with close collaboration with the 
Office of Education. 

Mr. McGrartn. Mr. Chairman, do you think we should proceed in 
the absence of an order signed by the President? 1] think it is improper 
of Mr. Ewing’s department to set this up before he has decided what 
he is going to do. 

Mr. Fogarty. The estimates have been submitted by the Bureau of 
the Budget and the President. I think we should proceed. We have 
original estimates here from the President, so I think we can proceed. 
What the final determination will be, the decision of the committee, 
is another question. 


STEPS INVOLVED IN CONSIDERING PROJECTS 


To what extent will the Housing and Home Finance Agency be 
involved in this part of the act? 


S9877— 51——9 
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Mr. Miies. The Housing and Home Finance Agency, or rather 
the Federal Security Agency will have to work very closely with the 
Housing and Home Finance Agency. We have already good work- 
ing relationships with them and these will have to be considerab|, 
extended. We might indicate to you the various steps that will have 
to be gone through in connection with each project. 

First, an area will have to be designated as critical. That involves 
a number of steps in itself. The second procedure that we will go 
through will be to receive from the various communities which ar 
designated as critical requests in the form of project applications 
The Housing and Home Finance Agency will also receive project 
applications in connection with their parts of the law. When these 
project applications are received, we will obtain from the State de- 
partments of health—if they are health applications—their recom- 
mendations on these projects. Most of the State health department: 
have some legal responsibilities in respect to the water purification 
sewage treatment works, and hospital plans. So we, obviously, want 
to bring them into the picture and get their recommendations upon 
them. 

Then, when we have them screened and have the State recommen- 
dations, we will establish criteria of priority here in Washington and 
will deal closely with the Housing and Home Finance Agency. The 
highest priority will, of course, be giyen the projects which involve 
the provision of utilities—the essential utilities, the water purification 
plants, the sewage treatment works and so on—for whatever housing 
is built in these critical areas under this program, so that we will 
be working particularly closely with the Housing and Home Finance 
Agency in that area. 

We will have a project review committee within the Federal Secu- 
rity Agency and I assume we will meet from time to time with the 
Housing and Home Finance Agency to make sure that the projects 
of the highest priority in the areas which are most critical will receive 
the highest attention. 

That is our general operating procedure. 


REQUIREMENTS FOR INCLUSION ON CRITICAL AREA LIST 


Mr. Focarty. What are some of the factors that will lead up to an 
area being declared critical and included on the list? What steps are 
taken? 

Mr. Mies. The law established three criteria: 

(1) A new defense plant or installation has been or is to be provided, 
or an existing defense plant or installation has been or is to be re- 
activated or its operation substantially expanded; 

(2) Substantial in-migration of defense workers or military per- 
sonnel is required to carry out activities at such plant or installation ; 
and 

(3) A substantial shortage of housing required for such defense 
workers or military personnel exists or impends which impedes or 
threatens to impede activities at such defense plant or installation, or 
that community facilities or services required for such defense workers 
or military personnel are not available or are insufficient, or both, as 
the case may be. 
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The second and third criteria involve the determination of facts 
and exercise of judgment. We will be involved in surveys of the 
local community situations in order to determine just what the short- 
age of community facilities is and what the most economical and 
expeditious way of remedying that shortage will be. So, we will 
participate with the Housing and Home Finance Agency in these 
determinations of the extent of shortage of community facilities and 
the ways of meeting these shortages. 


CONSIDERATION OF BENEFITS TO LOCAL AREAS 


Mr. Fogarty. Is there anything in the law that recognizes and 
takes account of the benefits to a local community because a military 
installation or defense plant has been put there? 

Mr. Mixes. There is nothing in the law on that subject, no sir. 
To the extent that there are important benefits I think that would 
be taken into account in administering what we sometimes refer to 
as the ‘‘means test’’ which will have to be administered in respect to 
each loan or grant which is made to a local community. 


CRITICAL AREAS NOT YET DETERMINED 


Mr. Focarry. And the President is required to make this list of 
critical areas, is he not? 

Mr. Mites. The law vests in the President the responsibility for 
making the determination of critical areas. 

Mr. Fogarty. What has he done? 

Mr. Mixes. The proposed Executive order, which I am quite sure 
has been agreed upon, delegates to the Director of Defense Mobiliza- 
tion, Mr. Wilson, the responsibility for designating critical areas under 
Public Law 139. The old Interagency Critical Areas Committee is 
being reconstituted in the Defense Production Administration. That 
committee has met and is in the process of making recommendations 
for designation of critical areas under Public Law 139. I would expect 
within a few days the first designation will be made. 

Mr. Focarry. Up to this point, none has been made? 

Mr. Mixes. As of today, none has been made. 

Mr. Fogarty. So you actually do not know which areas will be 
determined to be critical? 

Mr. Mixes. We do not know precisely. We do have a pretty good 
idea that the majority of those which were earlier listed as the 42 
critical areas which were designated for the purpose of relaxing credit 
restrictions will be on the initial list of critical areas for the purposes 
of Public Law 139. 


LOANS AND GRANTS PROVISIONS 


Mr. Fogarty. As I understand the law, you also have the power 
to make loans and to make grants. Who will determine whether a 
grant should be made or a loan? 

Mr. Mixes. That will be made by ourselves in consultation with 
the Housing and Home Finance Agency on this sort of a basis. If a 
project is of a character which is self-liquidating, and if for any 
reason such as a debt limit, the local community cannot provide the 
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necessary funds and cannot even borrow the necessary funds, then we 
might well make a loan to that community in view of the fact that the 
project is a self-liquidating one. We will exhaust first the possibility 
of making loans and if a community is in such a position that it could 
make a repayment of the loan without an excessive tax burden or an 
excessive debt, then a loan will be made. 

If on the other hand an excessive tax burden would be imposed or 
an excessive increase in the debt incurred, the community would be- 
come eligible for a grant. 


COMMUNITY RESPONSIBILITIES 


Mr. Focartry. How would you determine whether it was excessive 
or not? 

Mr. Mires. That is going to be a difficult thing to do. The 
Housing and Home Finance Agency has a staff of people at present 
who are working on that subject. They also in their portion of the 
estimate have asked for funds to do that job. We propose to hire 
them to undertake our portion of the responsibility and there is 
$50,000 in this estimate for transfer to the Housing and Home Finance 
Agency to do the work that is necessary in order to determine whether 
or not a tax burden is excessive. 

They have to go down to the local community to make an analysis 
of the local community budget. They already have data collected 
on the average tax burdens, the spread of tax burdens throughout the 
United States and they will have to arrive at a point which is deter- 
mined to be excessive. It will be a high point well above the aver- 
age. Ido not know that it will be the highest point of all tax burdens. 
In fact, I would assume it would not be. But it will be a point based 
on careful studies which they will make and will be very substantially 
above the average tax burden of the United States. 

Mr. Focarry. Will the loans be interest-bearing? 

Mr. Mixes. Yes. Mr. Snyder, I am a little uncertain on that 
point. 

Mr. Snyper. Interest in such amounts as the Administrator may 
determine to be in the public interest. It is not specified in precise 
terms. 

Mr. Hepricx. What amount should that be? There should be 
some rate set for interest to be paid, should there not? 

Mr. Mixes. I would have no personal knowledge of what that 
would be. I think that will be worked out as between ourselves— 
the Housing and Home Finance Agency and the Treasury. We will 
consult with them and determine that. 

Mr. Hepricx. About what do you think it would be? 

Mr. Mies. I would assume it would be somewhere in the neigh- 
borhood of 2% to 3 percent. 

Mr. Focarry. Would it be possible for local bond issues to handle 
this situation in some of these areas? 

Mr. Mixes. Yes, Mr. Chairman, I would assume that in many 
areas local bonds will be issued. In virtually all these areas, the first 
resort will be to local bond issues. If they show evidence of having 
done everything that they reasonably can to provide adequate facilities 
before the Federal Government helps in the financing—and one of the 
first things to be looked into will be the availability of loans to take 
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care of local needs. I am sure that the amount of money involved in 


this estimate is such that it contemplates that the vast majority of 
the whole job of providing community facilities and services in 
critical areas throughout the country will be borne by the local 
communities. 


FACILITIES PROVIDED FROM MILITARY APPROPRIATIONS 


Mr. Fogarty. What would this program affect most—amilitary 
installations or defense installations? Are there more military areas 
to be affected or areas where there are defense industrial installations? 

Mr. Mives. I would think at the outset in terms of numbers, you 
would have a smaller number of areas in the category of industrial 
defense areas and a larger number of areas of military impact. But 
the areas of the industry would be much larger in size than the 
average. There are many military areas where military camps are 
close to smaller towns and the impact on the small towns is terrific. 

On the other hand you have larger industrial areas such as the 
Savannah River area which would be involved right at the outset. 

I would say that by and large you would have more military areas 
numerically though I am not sure that the majority of the funds 
would necessarily go into them. 

Mr. Focartry. Do not the military departments provide recreational 
and health facilities for these people in military installations? 

Mr. Mites. They do on post but they do not provide recreation 
facilities for military personnel in the towns, in the nearby communities, 
or for the families of military personnel. 

In that connection I would like to point out that the USO will be 
undertaking a drive this fall starting next month in conjunction with 
the community chest all over the Nation asking for about $14 million 
to provide various kinds of services including recreation to military 
personnel in the areas adjacent to military camps and so on. It is 
the policy of the USO to spend their money on services and not on 
facilities. So there is an acute need expressed by the military estab- 
lishment for recreation facilities in some of these isolated areas ad- 
jacent to military camps and installations. As a matter of fact we 
have a letter from an official of the Department of the Air Force 
which lists 12 areas which are in acute need right now of recreation 
facilities where the number of military personnel and their families 
so greatly overburden the local community that they are almost at 
their wits, end. 

Mr. Fogarry. They do not provide near enough recreational facili- 
ties on a base to take care of personnel? 

Mr. Mines. Certainly not. They do not provide facilities on a 
base for the families of military personnel living off post. 

Mr. Fogarty. In other words, any money ‘appropriated by Con- 
gress for the military for these purposes is just for the facilities on the 
base itself. 

Mr. Mixes. Yes. I would like to check that with Mr. Snyder. 

Mr. Focarry. Now, they would have no authority to spend any of 
this money outside the base area? 

Mr. Miuexs. To the best of my knowledge, no. 

Mr. Focarry. Would you happen to know what is the basis for 
the $60,000,000 authorization? 
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Mr. Mies. No, sir. I am afraid I do not. That was set by the 
Congress. 
AGENCY REQUEST TO BUDGET BUREAU 


Mr. Fogarty. How much did you request from the Bureau of the | 


Budget? 


Mr. Mixes. I believe the figure was $44,000,000. It was approxi. | 


mately $44,000,000. 

Mr. Denton. Is that for next year? 

Mr. Fogarty. No. For this vear. For this new law. 

What did vou request of the Bureau of the Budget? 

Mr. Brown. $44,000,000. 

Mr. Fogarty. And they allowed you $25,500,000? 

Mr. Mies. Yes. I believe the theory was not that the need was 
not sufficient to require over the span of the law the $60,000,000, 
But the reason why less than the full $60,000,000 was sent to the 
Congress was that the amount sent forward now would provide a 
sufficient amount to get the program moving and then when Congress 
reconvenes in winter and spring the factual basis upon which we can 
determine how much money is needed and where it is needed, will 
presumably be more fully available than it is now. It will then be 
possible to do a better job of budgeting with the remainder of the 
money. 

HOSPITAL FEATURES OF PUBLIC LAW 139 


Mr. Focarty. What about the hospital features of the law? How 
do they relate to the Hill-Burton Act? 

Mr. Miuss. I would like to have the Deputy Surgeon General, Dr. 
Dearing, speak to that. 

Dr. Dearine. Mr. Chairman, the hospital facilities authorized in 
the act we take to be those particularly related to the defense build- 
up, in-migration as a result of defense activities over and above the 
normal needs of the community which the Hill-Burton Act is designed 
to take care of and which are estimated in the plans and provided 
to the extent that funds are available both from the Federal appro- 
priations and the State and local funds. In other words, the author- 
ization under this we take to be special needs over and above those 
contemplated under the Hill-Burton Act. 

Mr. Focartry. What are the special needs? 

Dr. Dearne. The needs for hospital beds as a result of these 
population shifts are sort of related to defense. 

Mr. Focarry. How many new hospital beds do you expect will be 
needed under this program? 

Dr. Deartne. Well sir, we can only give indications from the 
results of the areas which we have studied as Mr. Miles indicated. 
Those we have set forth in our justification of the budget are not 
precisely, necessarily, those areas which will eventually be designated 





critical although we would expect that practically all of them would be. | 


On the basis of our own planning and on the basis of information 
and advice from the Department of Defense, we have studied 50 
areas which we refer to in our justification and in those areas, making 
allowance for the beds planned, not necessarily there under the Hill- 
Burton Act, and assuming they were all there, we find shortages of 
3,000 beds in addition to the Hill-Burton plan beds in these 50 areas. 
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SHORTAGES OF HEALTH MANPOWER 


Mr. Fogarty. Do you think that if you did build these additional 
beds you could get the manpower to operate these facilities? 

Dr. Deartina. I believe we could. The communities would have 
the responsibility of operating these beds and of getting the manpower. 
To some extent that would mean spreading a short supply of man- 
power somewhat thinner. 

Mr. Fogarty. I am told that many hospital rooms are being closed 
for lack of nurses. They cannot get enough to operate the hospital 
beds that have been in use for years. 

Dr. Dearine. The nursing shortage is, perhaps, the greatest short- 
age in health manpower. Beds are closed as a result of a nursing short- 
age. | do not know of any clesed as a result of doctor shortages. 
But perhaps some hospitals have not been built on that account. 

Mr. Fogarty. Have you any idea what number of rooms have been 
closed as a result of lack of nurses? 

Dr. Dearina. I do not believe we have any specific figures on that, 
Mr. Chairman. 

Mr. Foaarry. If that is the case, how can we build more beds and 
give the proper health care? 

Dr. Dearina. It will be a question of shifting to the most urgent 
areas, 

Mr. Focarry. How are you going to shift to them? 

Dr. Dearina. By whatever attractions can be provided. It will 
probably mean higher salaries. 

Mr. Fogarty. If that was the case then, we would have more rooms 
being closed. 

Dr. Deartna. And also by increasing the supply by measures which 
we have recommended to the Congress to be authorized. 

Mr. Focarty. You mean such as the so-called Bolton bill? 

Dr. Dearina. Yes, sir. And also incorporated in S. 337. I have 
forgotten the number of the House bill but there was a House bill 
before the Interstate and Foreign Commerce Committee. They have 
not been acted upon. 

Mr. Focarry. And it does not look as though they will be acted 
on this year. 

Dr. Deartne. That requires a crystal ball. 


HOSPITALS AND HEALTH CENTERS 


Mr. Hepricx. Are these hospitals going to be operated by the 
United States Public Health Service or by private people? 

Dr. Dearinc. Community hospitals to the maximum extent 
possible. 

Mr. Hepricx. They will be responsible for them in the community 
or the county or State? 

Dr. Deartnc. Whatever the community thinks to set up. There 
might be a nonprofit hospital administered by a number of trustees 
or it may be a town or county hospital. 

Mr. Hepricx. Would these hospitals be fully equipped by the 
Government? 

Dr. Dearinc. The equipment would be considered as under the 
Hill-Burton Act, a part of the construction cost of the hospital to be 
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borne proportionately as determined in each case by the community 
and the Government. That would be involved in the means test in 
determination of the local ability to pay, to which Mr. Miles referred. 

Mr. Focarty. Now, the patrons of these hospitals would have to 
contribute so much a month for that service? 

Dr. Deartne. It would be a local decision. Payment of rates; in 
other words, so much per day, as any other hospital charges. Or if 
there was a health-insurance plan or a Blue Cross plan in the area, 
they would pay their share. The tvpe of hospital contemplated under 
this is no different than the type of hospital operated normally. It is 
conceivable that in a completely new area, or a new community built 
up in an isolated area direct Federal construction would be authorized. 
The Federal Government might have to go in and build, but that 
would be the last resort. 

Mr. Heprick. Do you know how many hospitals the Veterans’ 
Administration have that they are unable to open through lack of 
doctors and nurses? 

Dr. Deartnc. There is one in your State, Doctor, 

Mr. Heprick. One in my town which we cannot get doctors and 
nureses to operate. It is a 250-bed institution and we probably only 
have 50 beds used and there are dozens all over the United States in 
the same shape. I don’t see how you can open up and operate more 
hospitals until we can get more doctors and nurses. 

Dr. Dearina. As the population shifts into those areas we can 
expect a certain number of professional personnel that could shift 
and be attracted into the area. 


SCHOOL FACILITIES IB CRITICAL AREAS 


Mr. Fogarty. What about the schools? Schools are not provided 
for in Public Law 139? 

Mr. Mixes. That is true, Mr. Chairman. 

Mr. Fogarty. As I recall, the Education and Labor Committee 
has just reported out a bill on that subject. 

Mr. Migs. Yes. It has. 

Mr. Focarrty. Have you anything on that? It has not yet come 
up for debate. 

Mr. Mires. That is true. The general purpose of the bill is to 
provide in the school area substantially what is provided in this bill 
with respect to other community facilities. 

Mr. Fogarty. What changes in this new legislation are there over 
the existing law as far as schools are concerned in so-called federally 
impacted areas? 

Mr. Migs. The present law for schools in those areas sets up a 
particular formula indicating what the Federal share will be and what 
the local matching amount will be and so on. This new bill which | 
think will probably come before the House next. week does not estab- 
lish any specific rigid formula but, as in the case of Public Law 139, 
it establishes a means test so that if a community is absolutely flat 
broke and it has spent all of the money it can possibly afford to spend 
on account of defense impact already and still additional people are 
moved in to do defense work, then the Federal Government could 
provide up to 100 percent of the money under the bill as it is now. 
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DURATION OF PUBLIC LAW 189 


Mr. Focarry. The total we have here is $25,000,000 for the first 
item. I notice it is suggested that it remain available until expended. 
The law expires June 30, 1953. Why should not this language pro- 
vide that the money go only until the expiration of the law or the 
date of the expiration of the law? 

Mr. Miuzs. I would see no objection to make the money available 
for obligation until the end of fiscal 1953 which is the expiration date 
of the law. 

Mr. Focarty. The suggested language does not say that, does it? 

Mr. Miuxs. No, sir. I believe the reason why it was written that 
way was that as a general pattern most appropriations that cover 
public-works construction are made available until expended because 
in some instances it takes longer than the 2-vear period which by law 
is permitted between the expiration date of the obligational authority 
and the obligation date of expenditure authority. I myself cannot 
conceive of any projects that would be built under this act that would 
not be completed within the 2-year period. 


ADMINISTRATIVE EXPENSES RELATED TO CONSTRUCTION 


Mr. Fogarty. The language suggested for the first appropriation 
also includes provision for administrative expenses in connection with 
construction. What does that mean? 

Mr. Mites. That means that it covers the amounts which may be 
transferred to the Housing and Home Finance Agency for the purpose 
of supervising all construction work on projects which involve direct 
construction by the Federal Government. That is a direct contract 
let. by the Federal Government, for example. 

Mr. Fogarty. And how much is estimated to be involved? 

Mr. Mites. It is extremely difficult to tell in advance. I think it 
would not be very much money. I would think that the maximum 
would be 3 percent of the amount of money which is set aside for 
Federal construction of community facilities and it is hard in advance 
to tell how much will be Federal construction and how much will be 
loans or grants. 


BREAKDOWN BY TYPES OF FACILITIES AND SERVICES 


Mr. Fogarty. How much of the $25 million is for each type of 
facility—health facilities and service; and how much is earmarked for 
hospitals? 

Mr. Mixes. I would like to enter into the record an estimated 
breakdown of the $25 million and I will be glad to read it also. 

Mr. Fogarry. All right. Read it. 

Mr. Mixes. I would like to emphasize it is a very tentative estimate 
because, as I am sure, you realize, it is impossible until we get the 
projects in and begin to study them, and their order of priority, to tell 
what the precise breakdown will be. But we assume, on the basis of 
our best judgment and taking into account the Lanham Act experience 
during World War II, that the figures would run something like this: 
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borne proportionately as determined in each case by the community 
and the Government. That would be involved in the means test in 
determination of the local ability to pay, to which Mr. Miles referred. 

Mr. Focarry. Now, the patrons of these hospitals would have to 
contribute so much a month for that service? 

Dr. Deartne. It would be a local decision. Payment of rates; in 
other words, so much per day, as any other hospital charges. Or if 
there was a health-insurance plan or a Blue Cross plan in the area, 
they would pay their share. The type of hospital contemplated under 
this is no different than the type of hospital operated normally. It is 
conceivable that in a completely new area, or a new community built 
up in an isolated area direct Federal construction would be authorized. 
The Federal Government might have to go in and build, but that 
would be the last resort. 

Mr. Hepricx. Do you know how many hospitals the Veterans’ 
Administration have that they are unable to open through lack of 
doctors and nurses? 

Dr. Deartna. There is one in your State, Doctor. 

Mr. Heprick. One in my town which we cannot get doctors and 
nureses to operate. It is a 250-bed institution and we probably only 
have 50 beds used and there are dozens all over the United States in 
the same shape. I don’t see how you can open up and operate more 
hospitals until we can get more doctors and nurses. 

Dr. DearinG. As the population shifts into those areas we can 
expect a certain number of professional personnel that could shift 
and be attracted into the area. 


SCHOOL FACILITIES IB CRITICAL AREAS 


Mr. Focarty. What about the schools? Schools are not provided 
for in Public Law 139? 

Mr. Mixes. That is true, Mr. Chairman. 

Mr. Fogarty. As I recall, the Education and Labor Committee 
has just reported out a bill on that subject. 

Mr. Mixes. Yes. It has. 

Mr. Fogarty. Have you anything on that? It has not yet come 
up for debate. 

Mr. Mixes. That is true. The general purpose of the bill is to 
provide in the school area substantially what is provided in this bill 
with respect to other community facilities. 

Mr. Focarry. What changes in this new legislation are there over 
the existing law as far as schools are concerned in so-called federally 
impacted areas? 

Mr. Mites. The present law for schools in those areas sets up a 
particular formula indicating what the Federal share will be and what 
the local matching amount will be and so on. This new bill which | 
think will probably come before the House next week does not estab- 
lish any specific rigid formula but, as in the case of Public Law 139, 
it establishes a means test so that if a community is absolutely flat 
broke and it has spent all of the money it can possibly afford to spend 
on account of defense impact already and still additional people are 
moved in to do defense work, then the Federal Government could 
provide up to 100 percent of the money under the bill as it is now. 
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DURATION OF PUBLIC LAW 139 


Mr. Focarry. The total we have here is $25,000,000 for the first 
item. I notice it is suggested that it remain available until expended. 
The law expires June 30, 1953. Why should not this language pro- 
vide that the money go only until the expiration of the law or the 
date of the expiration of the law? 

Mr. Miuxs. I would see no objection to make the money available 
for obligation until the end of fiscal 1953 which is the expiration date 
of the law. 

Mr. Focarry. The suggested language does not say that, does it? 

Mr. Mixes. No, sir. I believe the reason why it was written that 
way was that as a general pattern most appropriations that cover 
public-works construction are made available until expended because 
in some instances it takes longer than the 2-vear period which by law 
is permitted between the expiration date of the obligational authority 
and the obligation date of expenditure authority. I myself cannot 
conceive of any projects that would be built under this act that would 
not be completed within the 2-vear period. 


ADMINISTRATIVE EXPENSES RELATED TO CONSTRUCTION 


Mr. Focarry. The language suggested for the first appropriation 
also includes provision for administrative expenses in connection with 
construction. What does that mean? 

Mr. Mixes. That means that it covers the amounts which may be 
transferred to the Housing and Home Finance Agency for the purpose 
of supervising all construction work on projects which involve direct 
construction by the Federal Government. That is a direct contract 
let by the Federal Government, for example. 

Mr. Fogarty. And how much is estimated to be involved? 

Mr. Mixes. It is extremely difficult to tell in advance. I think it 
would not be very much money. I would think that the maximum 
would be 3 percent of the amount of money which is set aside for 
Federal construction of community facilities and it is hard in advance 
to tell how much will be Federal construction and how much will be 
loans or grants. 


BREAKDOWN BY TYPES OF FACILITIES AND SERVICES 

Mr. Focarry. How much of the $25 million is for each type of 
facility—health facilities and service; and how much is earmarked for 
hospitals? 

Mr. Mixes. I would like to enter into the record an estimated 
breakdown of the $25 million and I will be glad to read it also. 

Mr. Foaarry. All right. Read it. 

Mr. Mixes. I would like to emphasize it is a very tentative estimate 
because, as I am sure, you realize, it is impossible until we get the 
projects in and begin to study them, and their order of priority, to tell 
what the precise breakdown will be. But we assume, on the basis of 
our best judgment and taking into account the Lanham Act experience 
during World War LI, that the figures would run something like this: 
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Estimated breakdown of $25,000,000 for grants and loans for community facilities and 


services for health, day care, and recreation 
Construction: 


Hospitals and health centers $11, 380, 000 
Water purification 4, 845, 000 
Interceptors and sewage treatment 3, 970, 000 
Refuse collection and disposal 450, 000 


Recreation 1, 000, 000 
Day care 300, 000 


21, 945, 000 
Services: 
Hospital and related services 1, 068, 000 
Sanitation services 267, 000 
Day-care services 1, 500, 000 
Recreation services __ __ 220, 000 


Total, services_ __ 3, 055, 000 


Mr. Denton. What did you have for hoonion? 

Mr. Mites. The housing estimate, Mr. Denton, is being submitted 
separately by the Housing and Home Finance Agency. 

Mr. Denton. That is another appropriation? 


Mr. Mites. Yes, sir. 


PROPOSED CHILD DAY-CARE PROGRAM 


Mr. Focartry. How much do you propose altogether for day care? 
think you said $1,500,000. 

Mr. Mixes. $1,500,000 for day-care services. 

Mr. Focarry. What is the need for establishing day-care centers at 
this time? 

Mr. Mites. I would like to have Dr. Eliot, of the Children’s 
Bureau, talk on that point but I would like to say first that it is 
thought that in certain types of situations you actually can save money 
by making the maximum use of your local labor supply if an area is 
already completely overburdened and there are women in the com- 
munity who want to work but have no facilities for taking care of their 
children. The alternative is between building new houses for addi- 
tional people to be brought in, with new community facilities for 
those houses, on the one hand; and spending some money on day care 
so that some of these women who want to work can fill some of these 
jobs. It may actually be cheaper and may save some of the very 
appropriation we are talking about to make provision for day care so 
you will not have to bring in as many additional workers—in-migrants 
to do the job. 

Mr. Focarry. Well, wouldn’t it also be cheaper if there was a 
shortage of skilled help for the military or whoever has charge of these 
plants — to survey areas where there is a surplus of labor and have 
someone work on a subcontract with surplus labor where men are out 
of work because of the defense effort. 

Mr. Mixes. Yes, Mr. Chairman. That is a very desirable objec- 
tive. It has been discussed many time with the Military. Establish- 
ment and with the Director of Defense Mobilization. 

I participate from time to time in the meetings of the Manpower 
Policy Committee of the Office of Defense Mobilization which has 
discussed this problem very extensively. The Defense Establish- 
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ment is represented on that committee. Policies have been drawn 
up and approved and enunciated which do urge very strongly that 
the manpower factor be given very high consideration in establishing 
the location of defense plants. There are sometimes situations in 
which the manpower factor cannot be given highest or the only con- 
sideration. Once you make a decision, as in the case, for example, 
of the big atomic-energy plant near the Savannah River in South 
Carolina, and you need 30,000 to 35,000 construction workers, that 
is an irreversible decision and you simply have to make provision for 
the necessary people to do all the different kinds of jobs that are in- 
volved including the necessary service trades. 

Mr. Focarry. I can see that point but I know of the situation in 
Rhode Island where our principal trades are jewelry and textiles. 
Textiles have been hard hit on account of the war effort and the 
jewelry industry is suffering from lack of materials. I have never 
seen any direct action taken to put defense work in that area where 
we have some of the best skilled mechanics in the country and they 
are drawing unemployment compensation. We have the facilities 
and the manpower to contribute to defense. 

Mr. Mites. That is an extremely difficult and important problem. 
I agree thoroughly, Mr. Chairman, that that is one to which a large 
amount of attention needs to be devoted. The Labor Department is 
paving a good deal of attention to it and working with the Defense 
Production Administration and the Defense Establishment but 1 am 
not in a position to give you the details of that operation. 

Mr. Focarry. It could give me the answer? 

Mr. Miuus. The representatives of the Defense Production Admin- 
istration and the Labor Department and Defense Establishment are 
the key people in that problem. 

Mr. Focarry. Dr. Eliot, I could see in the last war where day-care 
centers were necessary in many areas because they were prac tically 
driving women to go to work in shipyards and factories. We were in 
an all-out mobilization at that time but we are not in that position now. 
It seems to me that in looking back on the last war, in considering the 
situation we are in at the present time, that we do not have that same 
emergency situation now. 

Dr. Exior. I would be glad to speak to this point. Even though the 
situation is not as acute as it was at the peak of World War II period, 
I think there is at this time growing evidence that more of the women 
with children are being thrown into the national defense industrial 
effort. The largest single pool, apparently, of available labor at this 
time, over and above the labor force which could be made available by 
shifting contracts, similar to that which you have spoken of, namely, 
shifting into communities where new industrial effort could be had— 
over and above that and the normal growth of the labor force, the larg- 
est single pool is among women between the ages of 19 and 40 or 45. 
In other words, the group of women who have children to a very large 
extent. 

The larger proportion of the pool, as it exists today, are housewives. 
About 32 percent of the pool of available labor force, as reported by the 
Bureau of Labor Statistics, is married women of these age groups. <A 
very large proportion of these have relatively young children and the 
ene of these women in going to work is, of course, the care of their 
children. 
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Now, in many instances, women are in a position to have their chil- 
dren taken care of by relatives or friends. On the other hand, in a 
period where there is in-migration to an area and movements of people 
around the country for industry, it is apparent that these families go 
to communities where they do not have the resources of families and 
friends to take on the care of their children. So, they find themselves 
in a position where if the women in the families are to go to work they 
must seek some place where the children can be taken care of in the 
period. This is obvious to you. 

The Bureau of Labor Statistics shows that in 1952 approximately 
one and one quarter million extra workers will have to be drawn 
into the labor market. The largest proportion will have to come 
from women and again, as | pointed out, a substantial proportion 
of all-the women who will be employed to increase production will be 
women with children. 

Mr. Drenron. You think the labor supply is critical and yet you 
want to encourage women with children to work. 

Dr. Exior. I do not think any of us want to have women with 
children go to work. They should take care of their children at home. 
That is the most desirable situation. But as I understand this act 
that Congress has passed, it is primarily for the sake of caring for the 
children of women who, as the industrial situation increases—as the 
defense effort increases—when these mothers feel they must go to 
work, we really need to do something about the children where that 
is true. 

Mr. Denton. I know of three places in my district which are po- 
tential critical areas and they complain of unemployment right now. 
Perhaps when the defense effort gets father along it will not be that 
way. 

Dr. Exior. Recent information we have had from about 12 or 13 
areas, when we add up the reports of the numbers of children on the 
waiting list from these areas, tell us there are anywhere from 1,800 
to 2,000 children whose families would like to have an opportunity 
to place the children in order that the women might accept employ- 
ment in this defense period. The total of that Miss Arnold, who is 
with me, can give you. She has information from Indianapolis, 
Congressman Denton. If the amount of money suggested by Mr. 
Miles were made available all told that would provide for approxi- 
mately 4,500 children. 

We know from these 13, 14, or 15 areas that there are now 2,000 
children on the waiting list for such care. We would give our un- 
divided attention to determining whether facilities that now exist 
are being fully used. That would seem to be our first responsibility 
under the terms of the act itself. We must use the facilities that are 
available. It would be uneconomical to undertake to establish new 
ones. Under the act it is clear that both public and nonprofit volun- 
tary facilities would be utilized in those areas. We do not expect at 
this time to have need for much construction. That certainly, I 
think, is not necessary. The need, however, to utilize more effectively 
the facilities that do exist where there are voluntary agencies or public 
agencies is, I think, extremely important. 

I wonder if Miss Arnold could give a little information with regard 
to some of those areas for which we have specific information? 
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Mr. Fogarty. What will these women contribute to the care? 

Dr. Exror. Under the Lanham Act, the experience was that they 
contributed about 33 percent of the tota] cost. This time we believe 
that half of it will come from the local community, approximately 
40 percent of this half from the families themselves. 

Mr. Fogarty. How do you get them to contribute to the cost of 
this care? 

Dr. Exior. I anticipate going at this job in this way: We would 
expect the local community to make a survey of its needs. We would 
expect that to be set forth in a plan. We would expect that all facili- 
ties that exist today would be shown in that plan and how the com- 
munity, as a whole, proposed to utilize them. We would then 
expect that community to establish, as part of its plan, a system of a 
sliding scale of payment for the services. That is the customary way 
of getting this day care. Some families pay for care. Some pay more 
than others depending on the income of the family. 

The question might well be asked as to whether these families could 
not pay the full cost of care. That question is often asked until it 
becomes clear that the income of women is not too high—it is not 
high enough to pay the cost of safe care for these children. 

For instance, we kaow tbat in 1951, for women who are working 
in manufacturing establishments the average weekly wage was about 
$40. The average care of a child in a day-care center would be 
between two and three dollars per day. For the young child it is a 
little more than for the older child. Under the Lanham Act exper- 
ience it was less. Under current experience the care of a preschool 
child may run as high as $3 a day. When a mother must pay $3 a 
day for 5 days a week, with one child that is $15. If there are two 
children it would be $30 out of $40 income. The question then would 
arise, how could she take care of rent and expenses at home if she 
was the sole breadwinner. If not, the question would arise: Is it 
worth while for the mother to go to work, to leave the home and sacri- 
fice what it means when she is only going to have $12 extra per week 
to spend? 

Mr. Denton, What is going through my mind is this: The situation 
is different from World War II. This is not an all-out mobilization. 
It is probably of longer duration than World War II. But what I 
have in mind is that in these defense places where there is a husband 
and wife; and the man is making good wages, there are places where 
there are critical areas. Is it a good policy for the Governmeat to go 
in and try to encourage women to work when their husbands are mak- 
ing good money? 

Dr. Exior. I do not think we are going to encourage women to 
work. What it does provide for is an opportunity for that woman to 
go to work with a certain degree of peace of mind if she must go to 
work. 

Mr. Denton. I can see a very good thing in Indianapolis. We 
people have to go to work. I can see a need for it. I could not see 
women going down to the Savannah River district. 

Dr. Exior. The Savannah River district is one of the areas where 
we would not know how much need there would be for this particular 
type of service. There are other areas where the need is much more 
apparent than that one. 

Mr. Mixes. I would like to add a comment on that. 
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I would not want to have the impression that we believe day-care 
facilities are needed in each and every one of the prospective areas 
which you have on the list before you. There will be a great many of 
these areas which definitely will not need any day-care facilities or 
service. But there will be some of them—some proportion which 
are definitely crowded, where this problem of unemployment you 
speak of does not exist and where the alternative will really be betweer 
making day-care facilities available for women who want to work or 
bringing in additional workers from outside and providing some addi- 
tional housing for them. It is that sort of a situation that we fee! 
ought to be taken care of. 

Dr. Dearinc. Mr. Chairman, may I also refer to a situation where 
there is a particular short labor supply, namely, nursing. One 
source—the greatest source—of readily available supply is in married 
women who are trained nurses who have left the nursing profession, 
and there is a substantial amount of activity to encourage this group 
to come back into the nursing field because there are not enough to 
go around. We give them refresher courses to bring them up to date. 
If these married women with children try to pitch in—and there is 
no other way to meet the problem—that is an example of a group 

just have to have and have to draw upon regardless of the 


which we 
social implications of women with families working. 


Dr. Exror. And there is one other group I would like to speak of. 
That is young married women with no children who when, during 
World War II, worked as unmarried women in other defense plants 
in airplane plants particularly. At this time we have some infor- 
mation that these industries are seeking these young married women 
because they were trained for certain types of jobs and they need 
them back. They are taking them on again. I suppose that is done 


because they know these workers best and they want them to come 
back and in many cases I believe the young married woman was 
interested in her job and she may want to go back and help out for a 
period of time. Some of the airplane industries that have facilities 
available are offering them the jobs that they had before. 

Mr. Fogarty. Thank you, Dr. Eliot. You are now Chief of the 
Children’s Bureau and you are taking Miss Lenroot’s place. When 
did you take it? 

Dr. Exror. On the 4th of September. 

Mr. Focarty. We are very happy to see you back in this country 
again. 

Dr. Exvior. Thank you, Mr. Chairman. 

Miss Arnoup. We are having evidence of more women going into 
industry. We were warned of that by the Department of Labor last 
spring when they said they would take in women in the fall and more 
rapidly in the first of the year. At that time for the most part the 
women were 35 years of age and older. That meant they had older 
children. But they said they would begin to take younger women 
in the fall and from the evidence we have, that is beginning to happen. 
We made this brief canvass of these areas and we found that in many 
of them the day-care facilities are building up pretty long waiting 
lists. 

One day-care center reported it is turning away 10 children a month. 
In another city five reported an increase in attendence of 24 percent 
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since last August and an increase since January of 20 percent. They 
also say these figures do not show the real need because the word gets 
around that the center is turning many people away and many who 
would apply are not applying. 

The communities are becoming quite concerned. Several communi- 
ties lack care for children of Negro workers. Some say the high fees 
are a deterrent. The facilities built up under the Lanham Act disap- 
peared rapidly after the war so that now the facilities in these com- 
munities are mostly voluntary agencies or centers operated for profit 
in a commercial sense. These are charging very high fees and many 
of them have really low standards of care so the States and com- 
munities are becoming quite concerned about these low standards of 
care. 

SALARIES AND EXPENSES 


Mr. Fogarty. Now, Mr. Miles, you have an estimate of $500,000 
for salaries and expenses. Will you give us the breakdown on that 
and the number of positions in Washington and in the field? How 
many positions will that take care of altogether in Washington and 
in the field? 

Mr. Mites. One hundred and twelve positions with an average 
employment of 62. 1 think there may be an error on the green sheets. 
We show an average employment of 72. We would like to correct 
that and show that the lapse figure is 50 and the average employment 
for the year, 62. The number of positions would be 112. 


PERSONNEL REQUEST 


Mr. Fogarry. I think you had better put in the recrod at this time 
pages 3, 6, 7, and 8 giving the breakdown of the employees in the field 
and in Washington. 

Mr. Mies. Would you like to have a greater detailed breakdown 
of them? 

Mr. Fogarty. Isn’t this the same thing? 

Mr. Mines. It provides an estimate by organizational units. 

Mr. Foaartry. We will put this in the record. 

(The matter referred to is as follows:) 


Estimated obligations by activities 





| Average Net | 
Activity employ- | personal | 
| ment services | 


Other | Total 
objects | obligations 





1, Project development and technical services to States | | 
and communities: 

(a) Coordination community facilities and services. 17 | $85, 000 | $15, 000 | $100, 000 

(0) Hospital facilities and services_-_._._- cop att 20 | 130, 000 | 35, 000 | 165, 000 

(c) Water and sanitation facilities and services. _. 18 | 100, 000 | 35, 000 | 135, 000 

(d) Day care facilities and services___. i 45, 000 5, 000 | 50, 000 

2. Contract service other Government agencies. .._-_.-_-- eS 4 ok Wie | 50, 000 | 50, 000 


Nc aatecictlntocis Akaike &ncka hte upiotheekaaen 62 | 360, 000 | 140, 000 | 500, 000 
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tslimated obligations by activities—Continued 


OFFICE OF ADMINISTRATOR 





Estimate 1952 





Number of 
positions 


Amount 





Community facilities and services unit: 
Grade 15. Program Director ji 
Grade 13. Program service specialist 
Facilities specialist... ..-_........-- 
Grade 11. Financial management officer 
Grade 6. Secretary. -- baedn ae 
Grade 5. Clerk-stenographe 
Field services: 
Grade 13. Field representative 
Grade 5. Clerk-stenographer 


Subtotal Office of Administrator__._...._.-- 











$10, 000 
7, 600 
7, 600 
5, 400 
6, 900 
6, 200 


76, 000 
31, 000 


150, 700 





PUBLIC HEALTH SERVICE 





Division of Hospital Facilities: 
Departmental: 
Grade 14. Assistant program director___.-__- 
Hospital construction engineer _- 
Grade 13. Construction cost analyst ae 
Hospital construction engineer 
Hospital equipment specialist____- 
Nurse consultant 
Program service specialist. -- 
Facilities specialist 
Grade 12. Survey and program analyst 
Grade 5. Clerk-stenographer 
Field: 
Grade 14. Hospital program specialist 
Grade 13. Facilities construction specialist. __- 
Grade 12. Public health representative 
Subtotal Division of Hospital Facilities__. 
Division of Water Pollution Control: 
Departmental: 
Grade 14. Assistant Program Director. - 
Public health engineer 
Grade 13. Facilities specialist 
Grade 12. Public health engineer 
Grade 9. Fiscal analyst 
Grade 5. Clerk-stenographer 
Field: 
Grade 14. Public health engineer 
Grade 12. Public health representative _ - 
Grade 5. Clerk-stenographer 


Subtotal Division of Water Pollution Control 


Children’s Bureau: 

Departmental: 
Grade 14. Assistant Program Director 
Grade 13. Facilities specialist 

Program service specialist 

Grade 12. Survey program analyst 
Grade 5. Clerk-stenographer 

Field: 
Grade 12. Assistant field representative 


Subtotal Children’s Bureau 


Total gross personal services 
Loss lapses 


Total 
Regular pay in excess 52-week base 


Net personal services 








Dt pe et et ee 


— 
~coSD 











7, 600 
6, 400 
4, 600 
9, 300 


88, 000 
38, 400 
21, 700 


193, 600 


&, 800 
7, 600 
15, 200 
6, 400 
3, 100 


64, 000 


105, L00 


725, 500 
367, 140 


3! 
1, 640 


360, 000 
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NEED FOR ADDITIONAL PERSONNEL 


Mr. Mites. I would like to comment on that, Mr. Chairman. 

It seems to us the estimate for administrative expenses represents 
a rock-bottom figure of the amount that is necessary to do even a 

reasonably good job. It represents 2 percent of the total estimate of 
the $25,000,000 for grants and loans and we are faced with this kind 
of a situation. 

We will be bombarded by requests from a great many communities 
for assistance of one kind or another. We will be dealing with the 
Housing and Homes Finance Agency, with the Department of De- 
fense, with the USO and many other agencies in working out the pro- 
gram. Iam sure you recognize that when the sums of money which 
are available are not enough to go round and our principal job is one 
of turning people down, it is a time-consuming proposition. Cer- 
tainly, when an umpire makes an adverse decision it takes a lot more 
time than when it is a favorable one. 

The number of administrative positions here, both in Washington 
and in the field, represents in our opinion the absolute minimum 
needed to do a job. If we do not do a careful screening operation on 
these applications we can well put the money in the wrong places 
and if we do a good job of screening the applications and getting the 
money in the right places, certainly the $25,000,000 will go a lot 
further toward meeting essential needs than otherwise. 


LACK OF INFORMATION AS TO REQUIREMENTS 


Mr. Fogarry. You are asking for $25,000,000. What do you 
expect you will ask for the next fiscal year? 

Mr. Mies. It is very diffiuclt to determine now. It would be a 
lot easier after we had the experience of a few months of operation to 
give you a good answer to that. I would hesitate to give you an 
estimate. 

Mr. Fogarry. And that might be some time? 

Mr. Miss. It might be 3 or 4 months from now. 

Mr. Fogarty. There will be 3 or 4 months before you really know 
what the situation is as to needs? 

Mr. Miuzs. Yes, sir. 

Mr. Focarry. At least 3 or 4 months? 

Mr. Mives. I would think so. 

Mr. Fogarty. You are doing a lot of guess work right now as to 
what areas will be declared critical and what the situations are. You 
do not know that. It will take some time to develop that program 
to find out just where you are? 

Mr. Mites. Yes, sir. 

Mr. Fogarty. How much do you think you will need to find out 
where you are and what you will do in this program? 

Mr. Mixes. Do you mean in the way of administrative grants? 

Mr. Focarty. No. Planning of all kinds to come in here with 
something concrete, with a specific list of the critical areas and of the 
terms these loans will be granted on and under what conditions and 
what community will receive a loan or whether they will receive a 
grant and where the real needs are, so we will have something specific 
to consider? 


89877—51— —10 
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Mr. Mies. That is a very difficult question, Mr. Chairman. Let 
me just give you a picture of the eat ae as I see them and a 
time schedule and, perhaps, that will be helpful. 

I would think the business of declaring areas critical will move 
rapidly at the outset and then slow down. That is to say, there will 
be probably 30 to 50 named within a matter of a few weeks. Imme- 
diately after that the communities which are then designated as 
critical will go to work if they have not already gone to work—some 
of them have—in preparing data which will form the basis of project 
applications. Some of those communities will be able to submit that 
very rapidly. Others will take some time. 

I would assume that in a place like the Savannah River area where 
additional housing is needed, and where there is an acute problem 
right now with respect to utilities that the Atomic Energy Commission 
would be urging us to move just as rapidly as we possibly can to 
provide, in cooperation with the Housing and Home Finance Agency, 
the necessary basic utilities so that housing can be built and the 
program can go forward there. 

I would think this budget represents the minimum amount of 
money needed to go forward with that kind of an operation though 
some of the grants and loans which are set forth in here would not 
be expended before the latter part, or not be obligated before the 
latter part, of the current fiscal year. And some of the salaries and 
expense money would not be obligated before the end of the fiscal 
year. I would guess we would know pretty well where we are in 4 
to 6 months. 

If you mean how much money might we have obligated within the 
first 6 months, we might be able to give you an estimate on that 
basis. 

Mr. Focarry. No. That was not the reason for my questioning. 
My reason is it is very difficult for us to sit here and listen to you 
come up with lots of estimates that you do not have any basis for 
and until we have some basis for appropriating this money on specific 
examples and know where we are going, it is difficult for us to go to 
Congress with an estimate like this and be asked, Where is this 
money going? On what terms are loans going to be granted? And 
we could not justify it. It would be impossible to justify an estimate 
like this on the floor of the House. 

The thing I was trying to get is, How long would it take you to give 
us something concrete—with a program we could justify and which 
was absolutely essential to the defense program of the country and 
know on what terms these loans are to be granted; where loans or 
grants are going to be given and where these critical areas are? 

Mr. Mites. Were you thinking of a detailed project list? 

Mr. Focarry. Yes; and a detailed survey of the critical areas that 
are listed as to their ability to pay and as to the cost of some of these 
vrojects. 

Mr. Mires. Mr. Chairman, my offhand estimate would be 4 
months. Assuming we had administrative expense money to do the 
job. 

Mr. Focarry. How much do you think you would need in adminis- 
trative expenses to do that job in 4 months? I know it is an offhand 
question and it is difficult to answer. Your estimate will be a 
guess, too. 
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Mr. Mies. I would make an offhand guess of approximately 
$200,000. Mr. Chairman, that obviously is subject to revision. 

Mr. Fogarry. I understand that. You will have a chance to think 
it over and to elaborate on it. 


ESTIMATES FOR HOUSING AND HOME FINANCE AGENCY 


Now, the Housing and Home Finance Agency estimate includes 
provision for defense-community facilities and services, including 
loans and grants therefor, in accordance with title III of the Defense 
Housing and Community Facilities and Services Act of 1951, including 
administrative expenses in connection with the construction of such 
facilities, $15,000,000, to remain available until expended. I am 
reading from the formal estimate. 

Mr. Mixes. That is very similar to the language of the $25,000,000 
figure which covers the administrative expenses. 

Mr. Fogarry. This reads just about like yours. What is the 
$15,000,000 for? 

Mr. Mixes. The $15,000,000 estimate includes $13,650,000 for 
water and sewer construction which is the responsibility of the Hous- 
ing and Home Finance Agency and $1,000,000 for other kinds of facili- 
ties for which they have responsibility. 

Mr. Foearry. Section 316 reads: 

Notwithstanding any other provision of this title, all functions, powers, and 
duties under this title and section 103 with respect to health, refuse disposal, 
sewage treatment, and water purification shall be exercised by and vested in the 
Surgeon General of the Public Heaith Service: 

Mr. Mies. The language in that section has been the subject of a 
great deal of discussion and the interpretation of it, which was finally 
arrived at, was one which assigns to the Housing and Home Finance 
Agency the responsibility for sewer and water lines except for inter- 
ceptor sewers and to the Public Health Service responsibility for water 
purification plants and sewage-treatment plants including interceptor 
sewers. 

Mr. Fogarty. Who made that determination? 

Mr. Mixes. The Bureau of the Budget made it and it will be incor- 
porated in the Executive order to be issued. It is my understanding 
that the Department of Justice participated in the decision. 


NEED FOR LIMITED FUNDS TO MEET REQUESTS 


Mr. Ponp. May I interject one point on the previous question? 
You raised the question about the survey and exact determination of 
need. I would like to point out that even a 4 or 6 months delay in 
getting loan and grant money would delay by 4 or 6 months the pro- 
vision of essential basic utilities in areas where I think there could be 
no question on the basis of information we already have that loans or 
grants would be made. 

I point that out because the construction business is of necessity 
long drawn out. Construction of sewage- and water-treatment plants 
will take 12 to 18 months. To speed it up will take 6 months as a 
minimum. If the housing in these communities moves now there will 
be a need for facilities in order that the housing can be occupied when 
it is completed. I think that consideration is of great importance. 
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Mr. McGrartu. Do you think that is of more importance than that 
this committee should appropriate money without knowing for what 
purpose it is inte) 'ed? Don’t you think you should come here with 
a plan to this committee to report to Congress and we will tell you 
we are not going to be stampeded by any such comment as that. 

Mr. Ponp. I did not want to create a mysterious atmosphere. We 
do have evidence that housing which is being completed will not have 
the utilities at the time it is finished. 

Mr. Denton. Do you have a list of these projects? 

Mr. Ponp. Not a complete list. We have a list of 50 areas which 
the Public Health has studied that will require water-treatment 
facilities and sewage facilities in the immediate future. 

Mr. McGraru. If that was so, don’t you think it was equally 
important that you be prepared to answer the questions of Mr. 
Fogarty? 

Mr. Heprick. Are the houses being built in Savannah? And for 
how many employees? 

Mr. Mixes. I do not have the information here. 

Mr. Heprick. Are the houses actually being built? 

Mr. Mires. Yes. The houses are under construction by con- 
tractors. The particulars I do not know. 

Mr. Focartry. We will recess until 1:30. 

Mr. Focartry. The committee will come to order. Dr. Hedrick, 
do you have any questions? 

Mr. Heprickx. No questions. 

Mr. Fogarty. Mr. Schwabe. 

Mr. Scuwase. I would like to interrogate Mr. Miles first. 


CRITICAL AREAS FOR RENT-CONTROL PURPOSES 


Mr. Miles, I understood you to say in your testimony this morning 
that there are nine areas which have been designated as critical areas 
for rent-control purposes; is that right? 

Mr. Mites. Yes, sir. 

Mr. Scuwase. Will you give us the names of those nine areas, 
please, sir? 

Mr. Mixes. I will ask Mr. Snyder to give those to you. 

Mr. Snyper. The areas are these: The area of Davenport, Iowa- 
Rock Island and Moline, Ill., which is usually called the tricity area. 
Then the area of Arco-Blackfoot-Idaho Falls, Idaho, which is the 
area of an atomic installation; San Diego, Calif.; Savannah River, 
S. C., which is well known to all; Brazoria County, Tex.; Borger, Tex.; 
Fort Leonard Wood area, Missouri; Camp Roberts-Camp Cooke, 
Calif.; and Valdosta, Ga. 

Mr. Scuwase. With the possibility, of course, that at any time other 
areas may be designated as critical housing areas by the President? 

Mr. Mixes. Yes; indeed. 

Mr. Scuwase. When it comes to the determination of the amount 
that may be necessary, of course, that is conjectural and we might say 
a guess at best, is it not? 

Mr. Mites. Yes; Mr. Schwabe, I would say it is conjectural until we 
have more data. We do have a sufficient amount of data to indicate 
in a preliminary way that the total needs of these various communities, 
apart from the amounts which they can put up themselves, is far in 
excess of the $60 million maximum authorization contained in the bill. 
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Our preliminary surveys indicated that in the health field alone 
$117 million would be needed to bring the community facilities up to a 
decent standard in these critical areas. 

Mr. Scuwase. In some of these areas there really was not any 
installation at all, to speak of, and so far as the communities are 
concerned there were not really any organized communities, such as 
incorporated cities, were there; that is true, is it not? 

Mr. Miss. That is true, sir. 

Mr. Scuwase. It is almost wide-open spaces? 

Mr. Mives. In some situations, such as the whole area surrounding 
that big new atomic-energy installation down on the Savannah River 
in South Carolina, the’ problems arising from in-migration apply not 
only to the organized towns but to the entire rural areas. 

Mr. Scuwase. The countryside? 

Mr. Mives. Yes, sir; that is right. 

Mr. Scuwase. Do you know of any reason why the military or 
defense organizations could not take care of this situation that you 
now think perhaps is your duty to take care of under Public Law 139? 


METHOD OF APPROACHING PROBLEM 


Mr. Mixes. I would say, Congressman Schwabe, the reason for 
that is that the Congress, after careful consideration of the problems 
which have been presented, came to the conclusion, as expressed in 
Public Law 139, that the basic way in which these problems needed 
to be solved was to put the main burden on the local communities 
themselves to the maximum extent they can possibly handle it, and 
that the supplementation which is necessary by the Federal Govern- 
ment can best be provided through a combination of the Housing 
and Home Finance Agency and the Federal Security Agency, since 
many of these problems involve health and related matters, health 
and housing problems, which come within the purview of the Housing 
and Home Finance Agency, on the one hand, and the Federal Security 
Agency on the other. We are in a somewhat better position to deal 
with them than the Military Establishment. 

Mr. Scuwase. Where there was no organized municipality, or a 
very meager set-up, of course you could not expect anything from the 
locality, it would all come from the Federal Government under a pro- 
gram you have outlined here, and which you understand to be com- 
prehended in Public Law 139; is that not true? 

Mr. Mites. That may happen in some instances; yes, sir. 

Mr. ScuwaBe. It varies, of course, depending upon the locality and 
how large a municipal corporation there was and what you had to 
work with there? 

Mr. Mixes. Precisely. 

Mr. Scuwase. All the way from the Federal Government doing 
practically every bit of it to the point where you would get some 
appreciable compensation and assistance and cooperation from the 
locality, is that right? 

Mr. Miugs. Yes, sir. 

Mr. Scuowase. That makes the problem of determining with any 
degree of accuracy how much is needed the more difficult, does it not? 
Mr. Mies. It does, indeed. 
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BASIS FOR PERSONAL SERVICES ESTIMATE 


Mr. ScuwaBe. Something was said this morning about the per- 
sonnel that was needed here. Of course that, together with all the 
other needs is in the same category of being speculative, to a great 
extent, as you have already testified; is that not ture? 

Mr. Mixes. I do not think it is quite as speculative, Mr. Schwabe. 
I think the number of people whom we need to make our surveys of 
& minimum of 200 areas is represented in the estimates before you. 


POSSIBLE NUMBER OF AREAS TO BE SURVEYED 


Mr. Scowase. Where do you get the 200 areas that you are talking 
about? 

Mr. Mies. I[ used the figure 200——— 

Mr. Schwase. You said a minimum of 200 areas. 

Mr. Mires. The Housing and Home Finance Agency estimates a 
maximum estimate of 600 areas to be surveyed. 

Mr. Scuwase. Under Public Law 139? 

Mr. Miies. Yes. I must say that from our standpoint, in terms 
of the community facilities to be provided, we do not think that the 
number of surveys that we will have to make will be of that order of 
magnitude. We believe, however, that it might be around 200 in 
view of the fact that there are 200 on the list which the Military 
Establishment has set as possible critical areas, and in view of the 
fact that some will be stricken off of that list, and probably within 
the next year others will be added to it. 

Mr. Scuwase. That would comprehend practically all of the mili- 
tary establishments of the country then, would it not, the 200? 

Mr. Mixes. I do not think so, sir. I think there are considerably 
more military installations than that. 

Mr. Scuwase: In more places than 200, you mean? 

Mr. Miues. Yes. 

SURVEY PROCEDURE 


Mr. Scuowase. You are talking about these surveys that you con- 
template making. Will you tell us just what do you do in making 
these surveys: what have you done thus far? You can enlarge upon 
it and project what you intend to do, and if you have the staff. 

Mr. Mrues. Last spring we made preliminary surveys of two major 
industrial areas, the Savannah area and the Paducah area. 

Mr. Scuwase. Tell us just what you did now so we will have that 
in the record. 

Mr. Mixes. We had the regional director of our Atlanta office 
organize a kind of team which reviewed the total situation in the 
Savannah River area. The team had representatives from the Public 
Health Service, the Children’s Bureau, Bureau of Public Assistance, 
and a representative of the old-age and survivors insurance also, I 
believe, as a member of the team. 


SURVEY OF SAVANNAH RIVER AREA 


They surveyed the Savannah River area, talked with local officials 
in each of the key municipalities. They obtained from the employ- 
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ment service and from the Atomic Energy Commission estimates of 
in-migration. . 

Those estimates at that time showed that there would be about 
35,000 construction workers at the peak of the construction work 
down there. 

There is a good deal of difference of view as to how many of those 
35,000 could be drawn from local labor, and how many would have 
to be brought in from the outside. 

I think the figure was generally agreed upon as 20,000 that would 
be brought in from the outside, with an estimate ranging in the neigh- 
borhood of 60,000 or more who would be brought in in total; that is 
to say, When workmen come in they bring their families, and so on. 

Mr. Scuwase. You did not make this survey vourself; you farmed 
it out to an area director at Atlanta. That is Mr. Lyle? 

Mr. Mies. That is right. I did not make it personally, but Mr. 
Lyle had this team. They did as good a job as they could within a 
limited time of finding out what would happen if vou bring in 60,000 
additional people, where the shortages in community facilities, would 
be, in order that they could come to some sort of a preliminary 
estimate of the situation. 

We did the same thing in Paducah. Of course, the Public Health 
people were major representatives on the teams, in view of the fact 
that the health needs were of highest priority. 

We would have to bring those two surveys up to date in the light of 
further information. It would not take too long to do that for those 
two areas. 

I would simply like to comment in that connection, and in connec- 
tion with Mr. Fogarty’s point this morning, that we will be moving 
from one area to another. It is difficult to establish a cut-off point 
and say, “‘Within 4 months we will have a picture.”’ 

The fact is that within 2 months we might have a good picture of 
what the needs are in Savannah and Paducah. It might even be 
possible to make it in less than that. 

We would have good data on some areas attd progressively, as other 
areas become more and more critical and acute, we would add them 
to the list and add them to our knowledge of the situation. 

Mr. Scuwase. Who made your survey for Paducah? 

Mr. Mixes. That was made under the supervision of the regional 
director at Cleveland, Mr. Kimball Johnson. 

Mr. Scuwase. In these surveys that were made, were the surveys 
made by the two regional directors included in relation to the health 
surveys, as well? 

Mr. Miss. Yes, sir. 

Mr. ScuwasBe. You said something about someone working in con- 
junction with Mr. Lyle down in Atlanta, or out of his office, as repre- 
senting the Public Health Service? 

Mr. Miss. Yes. 

Mr. Scowase. Do you know who it was? 

Mr. Ponp. Dr. Meriwether, the regional medical director of the 
Public Health Service. Mr. Kirshensen also participated in this 
study. 

Mr. Scuwase. Do you know how long the child-welfare workers 
spent on this? 
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Miss ARNOLD. They made several trips of several davs each. They 
had to work with two States. Both South Carolina and Georgia were 
involved. ‘They did try to work with both the State agencies and the 
local agencies. It involved several days of two or three trips each. 

Mr. Scuwase. Did they get far behind in their other work? 

Mr. Mies. They did a great deal of the work on overtime. 

Mr. Scuwase. They are paid for overtime? 

Mr. Mixxs. No, sir. Some of the clerical workers may have been, 
but not these administrative and professional people. 

Mr. ScuwaBe. The lower paid people did a lot of work, as far as that 
is concerned, did they not? 

Mr. Mires. Yes, I do not deny that. Also, the whole team pitched 
in and worked week ends and nights and all hours of the day to do that. 


INADEQUACY OF JUSTIFICATIONS 


Mr. Scuwase. Assuming that you were sitting on this side of the 
table where the members of this committee are, and we were sitting 
on your side of the table—I do not say this to embarrass you, but we 
are all American citizens, taxpayers, and should represent the people 
in their best interest regardless of which side of the table we may be 
seated behind—-do vou imagine that you could see the position in 
which you place us by coming up here and asking for $25,500,000 on 
the basis of the justifications you have submitted? Have you stopped 
to think of that, Mr. Miles? 

Mr. Mies. Yes, I have, Mr. Schwabe. I would also like to share 
with you the same feeling which you have expressed. 

Mr. Scuwase. As far as you dare do it, please proceed along that 
line. We know the restrictions under which you are working, but 
so far as you dare do it, proceed along that line. 

Mr. Mixes. The Congress had before it this bill which finally 
became the Defense Housing Community Facilities and Services Act. 
Thev had extensive hearings on the subject. The people who were 
before the Interstate and Foreign Commerce Committee were people 
who representated the States and local communities in various parts 
of the country, including the people who were being very hard hit 
by the Savannah River project. I am sure the committees that con- 
sidered this bill were keenly conscious of the very acute problems that 
exist. 

They found some difficulty in arriving at any kind of good deter- 
mination as to what figure ought to be put in the law. 

Mr. Scuwase. For the same reason probably that we are experi- 
encing difficulty. 

Mr. Mixes. Precisely. The $60 million that they put in there was 
a perfectly arbitrary figure. 

Mr. Scowase. You mean, just one they picked out of the air, so to 
speak? 

Mr. Mites. I think so. 

Mr. ScuwaBeE. I do, sir. 

Mr. Mixes. Somebody obviously has to make full and extensive 
surveys in order to determine really how much money is needed for 
this purpose. 

Mr. Schwase. Why make these surveys until we are impressed 
with the idea that there is a need for these services? Why go out and 
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do that which is equivalent or will become equivalent to inviting 
people to come to the Federal Treasury for hand-outs? 

Mr. Mives. Well, sir, | am sure if you had before you, or at least 
I feel sure in my own mind—I may be wrong—if you had before you 
all the same witnesses who appeared before the committees of the 
Congress that passed upon this bill, including the representatives 
from the Atomic Energy Commission, indicating the urgency of getting 
that job done, and so on, you might well come to the same conclusion 
that those committees came to, and that the Congress did: that a law 
such as this was necessary. All we are doing, sir, is to carry out our 
responsibility under the law. 

Mr. ScuwasBr. I do not know whether you are carrying it out or 
not. That is what 1 am trying to get at. You, in the first place, had 
the opportunity to confer with these witnesses. You easily could 
have ascertained who were the witesses. You could have ascer- 
tained from them what information they had, sifted it and boiled it 
down and presented it to us here, it seems to me, in a way that would 
have laid before us some concrete information. 

Yet, you say that perhaps the legislative committee did not have 
much more tangible information than you are giving us. So, maybe 
you would not have been able to give us any more definite informa- 
tion even if you had consulted them before you came up here. You 
say they undoubtedly reached up in the air and got this figure, arbi- 
trarily, or by guesswork, so, perhaps you cannot do any better to- 
day. Perhaps that is all true. I believe it is, as a matter of fact. 


NEED FOR SOUND BASIS FOR DETERMINING CRITICAL AREAS 


But, sharing with us again this responsibility that you said you 
were willing to—and I asked you to be limited only by your position 
and limitations—I do not know and I cannot think just what we are 
basing our figures on from what you have said. 

If you can give us a more intelligent basis for a computation, why, 
all right. I do not know that I share in what is your idea, that you 
should go out there and say to these communities, perhaps 600 of 
them you say the military suggests, you say a minimum of 200, 
where these facilities might be needed, appreciated, enjoyed or wanted 
by the people there. 

We all know there is very much an inclination when the local com- 
munities find that they can unload on Uncle Sam; they will do it 
and will welcome the opportunity for you to tell them, “Now, all 
right; what can you use here? What is there that you need? We 
are here to find out what you want.” 

Rather, it seems to me, you should let them present their cases or, 
where you hear of the dire need, that you might approach the scene 
and find out what the situation is rather independently of those who 
want to shift the burden from the locality to the Federal Treasury. 

I would like to see that other approach made once in a while. 

Mr. Mies. I think, in general, that would be our approach, Mr. 
Schwabe. 

The Critical Areas Committee has a docket of cases. We do not 
go out and dig them up, and we have no intention of doing that——— 

Mr. Scuwase. Let me interrupt you to this extent, and I know 
this is a fact because I have investigated it and I can establish it to 
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be true: that one voice crying in the wilderness is all that is necessary 
to justify the President, if he sees fit, to declare an area a critical 
defense area, and he and this committee you are talking about will 
not tell anybody who made the request, for I have had that experience. 

I have had the experience of where chambers of commerce in various 
localities have requested the information in order that they might at- 
tempt to find out who is making the request. They have answered 
that, if one person made it and made them believe it was sufficient to 
justify the designation of that place as a critical defense area, that 
was all that is necessary. 

Mr. Miss. I believe that policy is going to be changed. 

Mr. Scuwase. I certainly hope so. I know it prevails to this hour, 
or within the last few days. I just think we ought to approach this 
from a little different angle. 

We ought to know that in this great country of ours we have an 
unwritten principle that has made this country great: that one should 
be entitled to be confronted by his adversary, to know who contends 
or makes application for something in order that it might be reputed 
or defended. But that has not been the policy in creating these 
defense areas. 

The committee members have told me so unequivocally. I say 
then we are inviting this situation. If one person is allowed to give 
vent to his views, and those views be the basis of determining a critical 
defense area in opposition to the vast majority of the community or 
the vast majority of those who have the interest of the community 
at heart, the system is wrong. 

I do not propose to try to encourage it by lavish appropriations 
in order to get people to go out and say, ‘What do you want? What 
do you need? Does anybody here think this ought to be done; and, 


if so, we will give it consideration, which means perhaps we will do it.”’ 
That is what encourages them to ask for help. That is what I want 
to get away from. 
Have you anything to suggest in the way of cooperation along that 
line? 


PROPER PROCEDURE FOR DETERMINING CRITICAL AREAS 


Mr. Mites. I would certainly agree with the principle that you 
have enunciated: that the critical areas should not be designated as 
critical without full consideration, starting with a formal request by a 
responsible public official, such as the mayor of the locality, and with 
full opportunity to be heard for anybody who disagrees that the com- 
munity is or should be designated as critical. 

Mr. Scuwase. That is the thing not always known; that is, the 
informant or the one who makes the request is not always known. 

Mr. Miss. I would certainly think, as far as I can see, that there 
is every reason why that person should be known. Normally, it 
should be the top executive of the community. 

Mr. Scuwase. It is the American way of procedure. 

Mr. Mites. Absolutely. 
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REASONS FOR PROVIDING ONLY MINIMUM FACILITIES 


Mr. Scuwase. I am glad we agree, and I was sure we would. 

There is a reference to a lot of these facilities. As far as we can 
anticipate, most of them will be temporary installations. Not many 
of them will probably be permanent installations. 

These military set-ups, for instance, become out of date, abandoned; 
others take their places, or the emergency is a thing of the past, some 
of these days we hope, and then these will not be permanent installa- 
tions. Is that generally not so? 

Mr. Mirzs. | would say that would vary, Congressman Schwabe. 
In an area where, such as the Savannah River project, the permanent 
population is going to increase 

Mr. Scuwase. Your contractors will not remain there that you 
were talking about a moment ago, and your workmen in the construc- 
tion trades will not remain there. 

Mr. Mixes. That is right. There will be a large increase in the 
construction force, rising to a peak in a little more than a year from 
now. 

Mr. Scuwaser. And then dropping off? 

Mr. Mires. And dropping down then to a new plateau, which is 
substantially above what the previous population of the area was. 

Mr. Scuwase. That is doubtless true. Some of them will stay 
there. 

Mr. Mixes. That is right. The permanent employees of the plant 
will be there. 

Mr. Scuwase. But, so far as they become permanent citizens 
there, then they owe an obligation to that community, the same as do 
you and I in our respective communities? 

Mr. Mies. They do; yes, sir. But in some instances it may not 
be possible to provide the necessary community facilities for them 
now to take care of their needs several years hence, simply because 
no money exists anywhere to do the job. 

Mr. Scuwase. There is no basis for levying collection. I under- 
stand what you mean. 

Mr. Mites. Precisely. 

Mr. Scuwase. So far as they become permanent citizens and 
organize a community there and become an integral part, they owe 
an obligation from there on to carry on? 

Mr. Mixes. Yes, sir. 

Mr. Scuwase. And under this program, if we set up a permanent 
facility, permanent installation, at great cost, during this peak of 
high prices, and so on, whether the establishment is permanent or not, 
the Government just foots the bill, and they either fall heirs to it or 
it is to be salvaged for whatever we can get out of it. That is about 
what it amounts to. 

Mr. Mies. I guess you could put it that way; ves. 

Mr. ScuwaBe. Then we should be extremely careful, it seems to 
me—does it not to you?—that these facilities should take into con- 
sideration all of these possibilities and not be too elaborate and 
extravagant in the expenditure. 

Mr. Miuxs. That is right; yes, sir. I thoroughly agree. 
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Mr. Scuwase. | hope that vour group will be especially cautious 
along those lines, because I think that is proper, and vou have agreed 
with me? 

Mr. Mixes. Yes, sir. 


GROUPS TO BE SERVED BY RECREATION FACILITIES 


Mr. Scuwase. | believe someone mentioned something about these 
recreational facilities. 1 think I either misunderstood you this morn- 
ing or I do not see exactly like vou. These recreational facilities, so 
far as they are concerned on the post, are provided by the funds for 
some branch of the Defense Department? 

Mr. Mives. That is right. 

Mr. Scuwase. That goes not only to the military men on the post 
but also generally for their families? 

Mr. Mixes. Yes, although to a great degree the families of service- 
men live off post, except for the housing which has been provided for 
the permanent personnel. 

Mr. Scuware. Their swimming pools, golf courses, gymnasiums, 
all of that was afforded the families as well as the servicemen them- 
selves; is that not right? 

Mr. Miss. I believe there are a great many instances in which the 
wives of servicemen, particularly enlisted men, do not have general 
access to recreational facilities on the post. 

Mr. Scuwase. | think you are in error generally about that. I 
have observed a lot of these, which is the reason I make that statement. 

But your statement this morning then was correctly understood by 
me, or your position that these recreational facilities were for the 
benefit of those off the post and their families, as well as the wives and 
children of families of many men on the post, especially enlisted men; 
that is your position now? 

Mr. Mines. I was not suggesting that the recreational facilities 
would be provided for other than military personnel and their families 
in communities immediately adjacent to these remote military camps; 
no, sir. 

Mr. Scuwase. I do not know if I understand you. You mean that 
you were limiting it then to the families of military personnel, these 
recreational facilities; is that what you mean? 

Mr. Mixes. It certainly would be primarily for that purpose. 

Mr. Scuwase. And not so much for the nonmilitary group off the 
post; is that what you mean? 

Mr. Mites. That is what I mean. 

Mr. Scuwane. As I had interpreted this law and the purposes of 
it, | thought they wanted to provide these facilities—we are talking 
about recreational facilities, but other facilities as well—for the people 
who were not on the post and not identified as the military group that 
were quartered there. 

Mr. Mixes. I think the purpose is to provide community facilities 
that are needed in these communities which have been hit by the 
defense impact, including military personnel who are living off post, 
and also in the industrial areas, such as the Savannah River area, 
where you have a large installation with industrial workers. 

There would be, in my opinion, very few cases where recreational 
facilities would be built for strictly industrial areas. It: would seem 
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to me that to the extent that we have included any estimate of funds 
in here for recreational purposes, our primary interest in doing so was 
to fulfill the expressed needs of the Defense Department in respect to 
members of the Military Establishment, the Armed Forces, who 
actually did their work, so to speak, on post but lived off post or spent 
a good deal of time off post. 


LIBRARIES 


Mr. Scuwase. | think I understand your position. The same 
would be true with reference to libraries, would it? 

Mr. Mixes. Well, sir, there is no money in here for libraries. 

Mr. Scuwase. It was spoken of this morning by someone. 

Mr. Mixes. There is authority in the law for libraries, and the pro- 
posed Executive order would give responsibility for whatever con- 
struction of libraries may be undertaken to the Housing and Home 
Finance Agency, in consultation with us. 

Mr. Scuwase. Of course, so far as these recreational facilities or 
libraries are concerned, they would be constructed on the post or off 
the post, according to your interpretation of the law and your ideas 
as to what should be done? 

Mr. Mixes. We would not expect to construct anything on a post. 

Mr. Scpwasr. They would be off? 

Mr. Mines. Yes. 

Mr. Scuwase. Of course, the military does have such installations 
on the post? 

Mr. Miues. Yes. 

Mr. Scuwase. I want to talk to the doctor here for a few minutes 
with reference to a hospital. 


PROBLEMS IN CONNECTION WITH HOSPITAL CONSTRUCTION 


Dr. Dearing, I was very much intrigued with what Dr. Hedrick 
said here this morning about the possible shortage, or he interrogated 
vou at least as to the possible shortage of manpower, nurses, and 
doctors, to staff these hospitals if you built them. 

It was brought out, or suggested, that there are a lot of hospitals 
in the country with vacant beds, some of them only partially opened, 
built under perhaps the Hill-Burton Act, and others that are only 
operated at part capacity and labor under great handicaps, and you 
thought they could pay more salaries or otherwise offer such induce- 
ments to people and siphon them away from the places right now 
where they are already in short supply. Do you think that makes 
good sense? 

Dr. Deartna. I do not think it is an ideal situation. 

Mr. Scuwase. Not by any means, is it? You think that is quite 
the way to solve the problem? 

Dr. Dreartnc. It seems to us, sir, the only way to solve this prob- 
lem, given the decisions made on the bases that Mr. Miles discussed 
this morning, that an installation, military or industrial, must be 
located here, taking into consideration all the regions, all the con- 
siderations that the Munitions Board or the Atomic Energy Com- 
mission, or whoever else is making the decision, does take into 
account. 
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If the people that are needed to operate the industry or to service 
the Military Establishment are to come there, and that part of the 
mobilization effort is to go forward and not to lag, or maybe fall 
completely flat, they are going to have to have a certain minimum of 
health service and hospitals available or they will not come, or they 
will not bring their families, and if they cannot bring their families 
they will pretty soon leave. 


HOSPITAL PROBLEM COMPARED WITH THAT OF WORLD WAR II 


Mr. Scawase. In the great World War II effort we did without 
this effort? 

Dr. Drarina. No, sir. 

Mr. Scuowarne. Where did vou build hospitals under such a program 
during World War I1? 

Dr. Drarnina. As Mr. Miles reported this morning, there was $120 
million worth of hospitals built under the old Lanham Act. Seventy 
seven percent of that was from Federal funds. 

Mr. Scuware. That was only a drop in the bucket as to what the 
extent would have been in proportion to the request in this bill; is 
that not so? 

Dr. DearinG. No, sir. That was a more extensive program, as 
Mr. Miles points out. 

Mr. Scuwase. And we had a much more extensive program to 
carry out, did we not, in World War I] than we have now in the fore- 
seeable immediate future? 

Dr. Dearina. Yes, sir. 

Mr. Scuwase. The needs are, so far as we have been able to assess 
them, as they have become apparent by the requests for assistance, 
not of the same magnitude. They could not possibly be because we 
do not have in excess of one-fourth, perhaps, of the number of men in 
the service today that we had during World War I] at the peak; that 
is approximately correct? 

Dr. Dearinc. The number of men under training and under arms 
at the moment is much less. 

Mr. Scuwase. It is only alittle over a fourth, or are you not familiar 
with that? JI do not want to put you on the spot. 

Dr. Dearine. I would not want to answer offhand. This much is 
true: There is a certain dispersion of the military installations in 
connection with the radar network, air bases, and what not, into 
remote areas far from population centers which is new and which is 
different. 

Mr. Scuwasr. Which does not comprehend in many instances a 
great aggregation of personnel? 

Dr. Dearine. That is correct. 

Mr. Scuwase. And, therefore, they could have medical attention 
without a hospital? 

Dr. Drartnc. Many of them are small. 

Mr. Scuwase. Is it your idea that these hospitals you are talking 
about should be built on the post or just off the post? 

Dr. Drearinc. It is a community hospital and is not related to the 
post. 
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FINANCING NEW HOSPITALS 


Mr. Scowase. In most instances it is contemplated, I am sure, 
that they would have to be built entirely at the expense of the Gov- 
ernment, or practically so; is that not right? 

Dr. Dearine. Well, sir, the Lanham Act experience is that the 
Government footed about three-quarters of the bill. About one- 
quarter came from other than Federal sources. 

Mr. Scuwase. And so far as the situation now is concerned, many 
of them would have to be built as suggested a while ago, at practically 
the exclusive expense of the Federal Government? 

Dr. Dearinc. Some would, sir. Let me also say that this would 
not necessarily involve a new hospital construction in every case, 
particularly in the industrial areas which, as Mr. Miles stated, pre- 
sents a problem of greater size, measured in terms of population 
growth, that there would be in most military installations. 

There will be hospital facilities there which can be and would be 
expanded. This would authorize additions to present facilities. The 
same would go for the sanitation facilities, expansion of a water-treat- 
ment plant, and so forth. 

Mr. ScHwWaBek. So far as you have those industrial irstallations now; 
that is what vou mean? 

Dr. Dearina. Yes, sir. 

Mr. Scuwase. In operation they would be able to carry a heavier 
load than they did before these installations were made there, too, 
would they not? Industry and the local people, if appealed to in the 
right way, could, do vou not believe, take care of the situation? 

Dr. Dearine. I certainly think they should and would to the 
maximum extent possible. 

Mr. Schwase. Let us let them do it and not encourage them to come 
to the Federal Treasury for hand-outs. 

Dr. Dearina. I think that is our most important job, to see that 
they do the maximum. 


PERSONS WHO WILL BENEFIT BY HOSPITALS 


Mr. ScuwasBe. Stay with that. These facilities you are talking 
about would be for whose benefit, primarily? I am speaking of these 
hospital installations. 

Dr. DearinG. Ultimately for the benefit of the mobilization enter- 
prise where they are put to serve. 

Mr. Scuowase. That is a generalization. I want you to be specific. 
Who will get the benefit? What classes of individuals? 

Dr. Deartne. Workers, and their families, and the service person- 
nel. By ‘service’? | mean the people who have to do the laundry 
and do the other things that it takes to make a community run, and 
without which you do not have a community where people will come 
and live; in other words, the general population. 

Mr. Scuwase. Civilian, you mean, rather than the military person- 
nel? 

Dr, Dearine. There is nothing in this for military personnel, as 
we see it, except on a rare case where there might be an emergency 
at a small military post and they would take care of their personnel 
on a contract, or something like that. 
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Mr. Scuwase. They do that in a lot of places? 

Dr. Drartnc. Yes. 

Mr. Scuwase. They are doing it now, and they can do it in this 
instance? 

Dr. Dearne. Yes. 

Mr. Scuwase. The military is going to have a hospital if it is 
much of a military establishment, are they not? 

Dr. Drarina. Yes, sir, but there are many in which they will not. 

Mr. Scuwase. If there is much of an installation, from the stand- 
point of personnel, they are going to have one, are they not? 

Dr. Dearing. You are very right. 

Mr. Scuwase. And they can take care of and will take care of a 
number of these others who are not strictly military personnel? 

Dr. Dearing. That, I believe, they do not want to do and do not 
aim to do. I think it is the policy of the Secretary of Defense to get 
out of that business of caring for civilians. 

Mr. Scuware. They are taking care of the families or the depend- 
ents of these men, are they not, this military personnel? 

Dr. Dearinc. In some areas, ves. 

Mr. Scuwase. In most of them where the facilities are otherwise 
inadequate? 

Dr. Dearing. They are taking care of them to the limit of their own 
facilities. 

Mr. Scuwase. They give their own priority? 

Dr. Deartne. That is right, sir. 

Mr. Scuwase. Over and above that, so far as they can take care of 
them; and they ought to? 

Dr. Deartna. Yes; but I repeat it is the fact that the Secretary of 
Defense is resisting pressure from his own staff to expand facilities for 
the care of dependents of the military personnel, to hold that down. 

Mr. Scuware. Maybe there should be some charges or reimburse- 
ments, but as a general rule that is not rue, is it? 

Dr. Deartna. I believe, sir, that they could make a charge. 

Mr. Scuwase. It is very nominal, if at all? 

Dr. Dearinc. Things have changed and the policies vary so much. 
It is not full cost. I am pretty sure of that. 


FINANCING HOSPITAL OPERATIONS AND MAINTENANCE 


Mr. Scuwape. If these hospitals charged, the charges would be 
made comparable to charges for other hospitals; is that the idea? 

Dr. Dearina. Yes. 

Mr. Scuowarne. The Government would not undertake to operate 
these hospitals or maintain them? 

Dr. Drarina. No, sir. 

Mr. Scuware. Even if they had to close? 

Dr. Deartna. Well, may I say the act does authorize funds for 
services, and part of this estimate would provide some funds for 
service. 

Mr. Scuware. That is just what I am getting at. 

Dr. Dearinc. Where the community for one reason or another 
was not able to maintain it or get it going. 

Mr. Scuwarer. Which I am sure would result in many instances, 
sooner or later, because these installations we hope will not continue 








alw 
pits 
ma 


hos 
bui 
the 


—— ee a 


the 


are 
me 
ba: 
be 
pri 


th: 
thi 
an 


na 


pa 


th 
an 
to 
th 
ot 


wl 
St 
all 
re 
th 


ar 


al 
al 
th 
al 











159 





always. There will be people living there, and you will have a hos- 
pital that will be a bat roost, or something of that sort, unless it is 
maintained by the Federal Government, in many instances. 

Dr. Dearne. Sir, we visualize the real need for service help in 
hospital facilities at the time when they are first opened, when they are 
building the staff, and before they get their patients, who then will by 
their fees pay the load. It is that beginning before you have income. 

Mr. Scuwase. As far as you can visualize it? 

Dr. Deartna. Yes. That is when the hospital needs help. 

Mr. Heprick. Will the gentleman yield? 

Mr. Scuwase. Yes. 


RELATIONSHIP OF NEW PROGRAM TO HILL-BURTON PROGRAM 


Mr. Heprick. | would like to know why they cannot be built under 
the Hill-Burton Act. 

Mr. Scuwase. That is a good question. I join with you in that. 

Dr. DrearinG. Well, sir, these are needs over and above those that 
are contemplated, or perhaps it is fair to say that are permitted to be 
met under the Hill-Burton Act, which sets its own system of rules, 
based on normal peacetime living for the establishment of hospital 
beds, and determining where they shall be built and under what 
priorities. 

We have had our act studied thoroughly, and our legal advice is 
that we may not require under the Hill-Burton Act that they adjust 
their priorities to take account of these emergency defense impacts 
and the temporary situations. 

Mr. Heprick. After the emergency is over, the hospitals will 
naturally drift into community hospitals? 

Dr. Drearina. Yes, sir. 

Mr. Heprick. I cannot see why the county or State would not 
participate in the construction to start with. 

Dr. Deartne. We expect they shall. I think it was brought out 
this morning that we would insist that there be a relationship as to 
any request for a community hospital in any of these critical areas 
to the State plan, so that it would not be built without relation to 
the State plan and it would be looked at so it would be related to 
other hospitals and whether it was needed at all. 

So the Hill-Burton machinery and the State planning machinery 
which has been developed and the information developed State by 
State regarding hospital needs and the plans they have projected are 
all available to see that these emergency facilities would be properly 
related and not wastefully built or duplicated or put in places where 
they could not be supported or staffed. 

Mr. Heprick. That is all. 

Mr. ScuwasBe. Doctor, as a matter of fact, the recommendations 
are made to the Public Health Service by the State authorities? 

Dr. Drearina. Yes, sir. 

Mr. Scuwase. As to where they consider hospitals are needed, 
and with all investigation necessary by the local authorities, State 
authorities and the recommendation based thereon is made to you that 
this is to be a location where Hill-Burton funds would be properly 
allocated? 
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Dr. Deartne. That is correct, sir, regarding the Hill-Burton 
hospitals. 

Mr. Scuwase. I understand, but you know we all understand that 
those surveys are changed from time to time, or at least are subject 
to change. 

Dr. Deartnc. They must be reviewed once a year. 

Mr. Scuwase. And can be reviewed oftener as conditions warrant. 
Down in the country where I live we have great influxes of population 
due to a sudden development of oil in some new sector or field. Popu- 
lations move in and follow the development of that field, sometimes 
to the extent of several hundred, there are estimates to the extent of 
several thousand, up to 25,000 or 30,000 people. 

We have always found a way for the people who come there to work 
to have a place to educate their children before too long, for them to 
get medical attention, and that means hospitalization, crude as it 
may be to start with, because these people are pioneering in this new 
enterprise or this new development of that community. 

We have never come to the Federal Government for assistance on 
those things. 

The State authorities in the medical field find that here is a com- 
munity that gives promise of becoming a permanent community and 
needs Hill-Burton assistance, and it is recommended to you even 
though it was not included in the original usrvey, because unique cir- 
cumstances have arisen, and an emergency has developed, and you 
will authorize that allocation. 

Dr. Deartna. And revise the plan. 

Mr. Scuwase. That is right. There is no reason, is there, why it 
‘sannot be done in cases where the defense impact has produced the 
change? 

Dr. Deartna. None whatsoever. 

Mr. Scuwase. That is what I am getting at. So they can be built 
under the Hill-Burton funds as Dr. Hedrick has suggested? 

Mr. Heprick. That is the way they should be built. 

Dr. Deartna. Public Law 139 states that grants under this title 
shall be made only after such action by the local agency to secure 
assistance as is determined to be reasonable under the circumstances 
only to the extent that the required assistance is not available under 
the Hill-Burton Act. 

Mr. Scuwasr. That, in my judgment—and I believe it would 
apply to what Dr. Hedrick said—would minimize and reduce it to a 
very small amount, that is, the funds that would be necessary for 
you to have to have to build hospitals for these facilities that we are 
talking about; is that your idea? 

Mr. Hepricx. That is the idea. 

Dr. Deartnc. I may say that the request for hospital funds that 
Mr. Miles gave you this morning amounts to 20 percent only of the 
needs over and above those that would be met by the Hill-Burton Act 
in the surveys that we have made of these 50 areas that have come to 
our attention. 

Mr. Scuwase. In dollars and cents how much would that be? 

Dr. Dearing. About $11 million. That $55 million is the total 
need over and above Hill-Burton needs. This request would provide 
only $11 million of that. 








h 
nee 
and 

L 
just 
Ato 
wit! 
has 
the 

L 

h 
Bu 


I 
son 
hov 

I 

N 
tio! 


are 


Son 
of i 
was 
\ 
Puc 

y 
one 

N 
exc 

h 

N 
bon 
in t 

1 
sho 
Sta 
I th 
the: 
of o 

I 
Am 
do | 
hon 
in | 


we 

whe 

bee 
L 


my 








161 


Mr. Scuwase. There is always an amount over the Hill-Burton 
need, because there is always the situation where conditions change 
and the possibility of a revived recommendation. 

Dr. Deartna. One of the problems, as was brought out by Mr. Pond 
just before lunch, is the question of time. That is the thing that the 
Atomic Energy Commission has laid on us very heavily in connection 
with their build-up in these two areas which they are developing. 

Mr. Scuware. As much money as the Atomic Energy Commission 
has been furnished by this Congress, almost unstintingly, I am sure 
they can take care of any situation which they have to meet. 

Dr. Dearina. I do not think they are authorized to build hospitals. 

Mr. Scuwase. They can get you to do it then under the Hill- 
Burton Act. 


CHILD DAY-CARE CENTER—NEED IN CERTAIN LOCALITIES 


I want to talk to Dr. Eliot just a moment. Doctor, you made 
some surveys, you and your colleague, Miss Arnold. I want to know 
how you made these surveys. 

Dr. Exior. I will have Miss Arnold answer that. 

Miss ArNoLb. We would not call them surveys. We got informa- 
tion from our field staffs as to what the situation was. 

Mr. Scuwase. Tell us where you got the information, which centers 
are involved, and so on. 

Miss ARNOLD. We got the information from different sources. 
Some of it was from the State departments of public welfare. Some 
of it we got through local councils of social agencies, whatever source 
was best available to us. 

We have some from two places in Georgia, Kansas City, Denver, 
Pueblo, Rochester, New York, Indianapolis, other various places. 

We had about six States represented. Savannah, Ga. was another 
one; Richmond, Va. I think those were the main ones. 

Mr. Scuwase. I did not hear of any place out in the southwest 
except Kansas City and Denver. 

Miss ArNo.Lp. And Pueblo. Yes, Cleveland, Ohio, is another one. 

Mr. Scuwase. I think you realize we have a lot of installations, 
bomber plants, airplane factories, assembly plants, and so forth, out 
in the great Northwest. 

To take women away from their homes and families, in my opinion, 
should be about the last resort. I do not care if the Bureau of Labor 
Statistics does show, as Dr. Eliot says, that it is a great pool for labor. 
I think it should be a pool which is overflowing before you encourage 
them to do that which eventually will mean the absolute dissolution 
of our homes. 

In many instances it will mean the tearing down of our ideal 
American homes and putting them on a commercial basis where we 
do have these day-care people that you want to have go into these 
homes to take care of the children and raise them like they do maybe 
in Russia, rather than like they have been raised in America and like 
we should want to continue to raise them in American ways, and 
where the woman’s place has been in the home primarily, as we have 
been taught to think. I am just that old-fashioned. 

If you raise children without the affectionate care of the mother, in 
my opinion, I do not care how good a day center you have, or night 
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center you have, you are not going to have the same type of American 
citizen ordinarily that you have had in the last generation or two. 

So you are going to have to convince me that you need to do some- 
thing besides go out and offer these opportunities to these people to 
get these women to work in these factories before I will feel that you 
have justified your end of the program. ‘ 

If you have anything to answer to that, I will be glad to hear from 
you. 


CIRCUMSTANCES WHICH PRODUCE NEED FOR DAY-CARE CENTERS 


Dr. Extor. | would like to say the Children’s Bureau is deeply 
concerned that mothers of young children, mothers of children all the 
way up through adolescence, should have every opportunity to give 
those children the most appropriate care in their own homes that can 
possibly be provided. There is no question about that whatsoever. 

Mr. Scuwase. By the mother herself rather than hired people. 

Dr. Exior. Certainly. That is the primary principle upon which 
we would go. There can be no question about that at any time. 

However, there do come situations and times when a situation con- 
fronts us in which some of these women are going to work. That 
does not mean that we are encouraging them to go to work. We do 
know that when a critical need arises in the life of the country that 
very often these women do go to work. I was going to say that they 
have to go to work. 

Every effort should be made, first, to get all women into the labor 
force that can be gotten into the labor force, obviously, before the 
mothers of children are called upon. 

But there are situations in some of these critical areas where the 
mothers of children are going to work. 

When that happens, we want to do something about it. Let me say 
that already there are 7 million children who are affected by this 
because their mothers work. In other words, there are a lot of chil- 
dren in this country who are living in families where the mother is at 
work. We depreciate that. We do not like it for one moment. 

Mr. Scuwase. Then do not put a premium on it. 

Dr. Exror. We do not want to. 

Mr. Scuwaser. That is what you are doing. 

Dr. Exvror. The situation we are trying to meet is a situation which 
exists, and under the pressure of the national defense situation we 
feel will increase. 

In World War II the increase of the number of married women with 
children who went to work during that time was slow, but it was 
there. It persisted. 

Mr. Scuwasr. And with divorces increasing almost proportion- 
ately. 

Dr. Extor. For a variety of reasons, Mr. Congressman. There 
were many reasons why we would not want married women to go to 
work; but again, we must face the facts as they exist; when they do, 
we want to provide proper care of these children. We wish to see 
that care is provided that will do two things, that will assure those 
women that the care is adequate in terms of physical facilities, that 
there is adequate health facilities for those children, and that when 
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they have to be away from their homes, sometimes as long as 8, 10, 
or 11 hours in the day, that the type of facility to which they go, the 
type of day-care center to which they go, can provide those educational 
opportunities; and by that I mean the nursery educational oppor- 
tunities, that we would like to provide for those children that we know 
should be provided for those children to partially take the place of 
what those children might be getting at home. 

I just want to reiterate that we are not attempting to encourage or 
make this possible beyond the needs of the national defense program. 

Mr. Scuwase. Do you think you are in a position to state what 
the needs of the national defense program are in this respect? 

Dr. Extor. We cannot state that in detail, Mr. Congressman. 

Mr. Scuwase. | do not think you can. 

Dr. Exior. We cannot do it any more at this point than in the early 
days of World War II. The people who were serving in this role 
and under the Lanham Act were able to foresee it at the beginning. 

In that period the peak load of the care of children was very high. 
At the present moment we are only attempting to provide for a rela- 
tively small number of children. But the needs of that small number 
of children are just as great as the needs of the larger number of chil- 
dren during the period of the World War II. 

It isa pity that mothers today in some of these defense areas are at 
work, for reasons best known to themselves and to those people who 
are employing them. It is important that the opportunity for those 
children be the best that we can provide. 

Mr. Scuwase. I have conducted some investigations along this 
line, and I have found that a lot of it is mercenary on the part of these 
men and their wives, and that you only encourage it and offer a pre- 
mium for them, the women, to go into these establishments when you 
say that you do not want to see any of them neglected and you want 
them to have an opportunity, if they want to, for reasons best known 
to themselves, and all of that. That is putting a premium upon it. 
That is encouraging the women to go out into these defense establish- 
ments and work. 

If they were not in most instances mercenary, and thought more of 
their homes and their families than they did of the money, they would 
stay and work at home. 

Dr. Exror. I want to say one more word in respect to this, because 
what do these women do today if we do not provide adequate places 
for them? 

Mr. Scuwase. We are not the guardians for everybody in this 
world, and their morals, are we? 

Dr. Extor. These fathers and mothers are forced to go to what 
Miss Arnold has already spoken about, to the centers that are set up 
by those who are really mercenary, to those who are running these 
centers for profit, and where there are not properly conducted practices 
under the authority of licensed agencies. 

Mr. Scuwase. | have seen some of them privately conducted just 
as creditably as yours. 

Dr. Evror. Some of them are and, on the other hand, some of them 
are conducted under poor circumstances. 

The parents who take their children to those centers have to pay 
large sums of money, and often very poor care is given. 
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SCOPE AND FINANCING OF PROPOSED DAY-CARE PROGRAM 





Mr. Scuwase. And you want $1,800,000 for the rest of this fiscal 
year for this program. 

Dr. Exror. Of the $1,800,000, $1,500,000 would provide day-care 
centers for approximately 4,500 children, including the amount of 
money that would be contributed by the local community for that 
purpose. 

Mr. Scnwase. Which is very meager ordinarily. 

Dr. Extor. No. We believe the local community will match, essen- 
tially, the amount of money. The local money comes from the pay- 
ments made by the parents of the children as well as the community 
itself. So it is really a 50-50 proposition. The Federal Government 
will put in about half the cost; the parents and the local community 
will put in about half the cost. 

Mr. Mixes. | believe you intended to say ‘day-care services’’ rather 
than ‘day-care centers’’ when you were referring to the $1,500,000. 

Dr. Exior. That is right. We have put in a very small estimate 
as far as construction is concerned. 

Mr. Scuwase. I think that is all, Mr. Chairman. 

Mr. Heprick. Judge McGrath. 


DAY-CARE APPLICANTS BEING TURNED AWAY 


Mr. McGrarnu. This morning, Miss Arnold, you very graphically 
told us about a case where there were 10 children per week that were 
unable to obtain this child-care service. I understand in talking to 
vou during the lunch hour that your statement should have been 10 
cases per month. 

Miss ArNnoup. I checked on that statement. We have figures from 
two places in Georgia. The one I spoke of was Columbus, Ga. 

The information we have there is that 141 children are now being 
served by four of what we call commercial centers. Two of these 
nurseries are rejecting applications at the rate of 20 per month. We 
do not know how many are being rejected by the other two. 

There are no public or volunteer centers. The health and welfare 
departments consider the facilities are inadequate because of over- 
crowding and undertrained personnel, as well as too many children 
per staff member. 

The community fears the additional danger because of these small 
groups growing up on an informal basis. 

I have some in Rochester, if you are interested in that. 

Mr. McGrartu. I do not like the reference to my own State, par- 
ticularly. I know it is common with the Federal Security Agency 
when they come in on an appropriation to pick out something pertain- 
ing to the State of every member on this side of the table and refer 
to it. I think in fairness to this committee we try to look at the 
over-all picture. So forget about Rochester. 

Tell us more about the case you were just telling us about. What 
city was that? 

Miss Arnoup. Columbus, Ga. You recall this morning I just 
gave instances, but I did not give the States or cities. 

Mr. McGratu. You have reports? 

Miss ARNOLD. Yes. 
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Mr. McGraru. This morning you referred to it as “surveys.” 
In answer to the question from the gentleman from Oklahoma you 
said it was just information you gathered from other groups. You 
have made no independent examination as to the facts you have 
given this committee? 

Miss ArNoutp. Our workers got this information directly from the 
director of the State department of public welfare. We worked con- 
tinuously with those State departments. 

Mr. McGratu. We would like to see the report as far as Georgia 
is concerned, so the Appropriations Committee could send their in- 
vestigators there and have a complete report in order to see how it 
sizes up with the report as found by this agency head. 

Mr. Heprick. Did you render the report for the committee? 

Miss ArNoLb. We can give you that. 


LOCATION OF DAY-CARE CENTERS 


Mr. McGratu. Mr. Miles, this is the first time that we have had 
the pleasure of your testimony before us. This morning you made 
reference to the effect that you thought it would be economically 
wise in the saving of money if we could put child-care centers in places 
where there was no other activity at the present time. Did you mean 
by that that you could go into places, we will say, like some of the 
biggest cities, and erect these care centers even though there was no 
housing under this particular act? 

Mr. Migs. I am a little puzzled by your statement, Mr. McGrath, 
as to what I said. As I recall it, ] was emphasizing the possible saving 
that might occur only in areas which were particularly critical and 
where much new housing had to be built if the fullest use were made of 
the people in that labor-market area, including the women who want 
to work in that area. The women may be permitted to go to work if 
you provide day-care services, which would then eliminate the 
necessity of Federal expenditures out of this very same appropriation 
to build new houses in order to bring in additional workers from out- 
side the area. 

Mr. McGraru. Then you did not mean that where no new housing 
was contemplated—— 

Mr. Mites. By no means. 


EMPLOYMENT OF MR. MILES 


Mr. McGrarn. I understand your experience heretofore has been 
with the Bureau of the Budget? 

Mr. Mies. I spent quite a number of years with the Bureau of the 
Budget. 

Mr. McGraru. You left there about November 5, 1950? 

Mr. Mixes. November 6. 

Mr. McGrarx. While you were in the Bureau of the Budget my 
recollection is that you were branch chief of the Social Security Agency 
and of the Labor Department? 

Mr. Minus. Yes; Chief of the Labor and Welfare Branch. 

Mr. McGrarn. And you left that Agency to come with the Federal 
Security Agency? 

Mr. Miues. Yes, sir. 





166 





Mr. McGrarn. And you left it November 6 to come to the Federal 
Security Agency? 

Mr. Miuzs. Yes, sir. 

Mr. McGraru. Would you mind telling us what your rating was 
and what grade vou had in the Bureau of the Budget? 

Mr. Mixes. It was GS-15. 

Mr. McGrarn. And you came to Mr. Ewing’s agency with the 
same rating? 

Mr. Mies. For 5 months I was still at a 15, pending the approval 
of a new classification by the Civil Service Commission. But after 
classification by the Civil Service Commission it was set at GS-17. 

Mr. McGraru. Of course, you did not have anything to do with 
preparing the budget estimate on this matter, because it went to the 
Bureau of the Budget sometime about September 10, 1951. 

Mr. Mines. I had nothing to do with that, but I had something to 
do with it in the Federal Security Agency. 

Mr. McGrarn. Then you appeared before the Bureau of the 
Budget? 

Mr. Mixes. Yes; on the opposite side of the table. 

Mr. McGraru. And a few days after, the 14th or 24th, the Bureau 
of the Budget came up with this recommendation of $25,500,000? 
Mr. Mixes. Yes, sir. 


STATUS OF HOUSING CONSTRUCTION PROGRAM 


Mr. McGrarn. And $15,000,000 for housing; is that correct? 

Mr. Mixes. That is correct. 

Mr. McGraru. Can you tell us if any of this housing has been 
started as yet? 

Mr. Mixes. None of the housing which is authorized under this 
law has been started; no, sir. 

Mr. McGraru. Could you tell how far they have gone into plans 
or any preliminary steps they have taken? 

Mr. Mives. In general, I would say there has been very little done. 
Our experience with the so-called relaxation of regulation X, which 
was a regulation under the old housing law which restricted credit in 
order to cut down on the construction, was that very few new houses 
were built in these critical areas as a result of easing up on the credit 
restrictions. 

I do not happen to have in my head, possibly Mr. Snyder might, 
the figure as to the number of new starts, new houses begun in these 
areas which were designated as critical under the old law. 

Mr. Snyder, do vou have anything on that? 

Mr. Snyper. I have not seen any figure on the actual number of 
starts. 

Mr. Mixes. We received information informally from the Housing 
and Home Finance Agency which indicated that the number of new 
starts in those areas as a result of the relaxation of regulation X was 
very disappointing. In consequence, this new law, it is hoped, may 
help to ease the situation. 

Mr. McGraru. So then for all practical purposes the building 
program has not gotten even in its formative stages as yet? 

Mr. Mixes. That is right, sir. 
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LANHAM ACT EXPENDITURES 


Mr. McGraru. You refer on the second page of your statement to 
$22,499,000 under the general breakdown of the work ‘Other.’ 
Could you explain that item to us? 

Mr. Mites. I do not believe I am familiar with that. 

Mr. MceGraru. It is your own statement. 

Mr. Mines. I was speaking of the Lanham Act experience. 

Mr. McGraru. It is page 2. 

Mr. Mites. Mr. Snyder, did vou have the detail on the $22 million 
figure under “Other” which was the experience in the Lanham Act in 
World War II? 

Mr. Snyper. This comes from the Federal Works Agency reports. 
There is no breakdown, as far as I know. 

Mr. McGratn. I would like to correct the last statement. It 
comes directly to this committee from the statement of Rufus E. 
Miles, which was read to the committee this morning. Did you 
prepare this statement yourself? 

Mr. Mines. Yes, sir. May I just comment, Judge McGrath. I 
would be very glad to try to obtain from the Federal Works Agency 
the breakdown of that figure. 

Mr. McGraru. Mr. Miles, do you not see that this committee is 
trving to evaluate the basis of your statement and of anything that 
you can tell this committee so that we can rely on it. We would like 
to know what it means. 


DEFINITION OF BASIC FACILITIES 


Will vou turn to the last page of your statement? If I may recall 
it, vou talked about the ‘most basic essentials of community living.”’ 
Of course, 1 do not know just what you mean by ‘“‘basic essentials.”’ 

Mr. Mires. That term is intended to apply, for example, to the 
provision of the necessary utilities, the water-purification plants 
which are needed to supply water to the houses that are built in 
these areas, the sewage-treatment works which are necessary to treat 
the sewage and dispose— 

Mr. McGraru. They are the essentials. The words ‘‘most basic’ 
struck me as being a contradiction in terms, and I wondered what 
vou meant by “most basic,’ since “essential’? means cannot be 
done without. 

Mr. Mites. That is what I meant. 


RECREATIONAL FACILITIES PROGRAM 


Mr. McGraru. Will you tell us what you plan in your recreational 
program? 

Mr. Mixes. We have from the Department of Defense a request, 
or a letter indicating, 12 areas in which they feel there is a very acute 
need for recreational buildings in the communities adjacent to military 
camps. : 

Mr. McGrartu. Just what do you plan for your recreational facili- 
ties? That is what we would like to know, what your program is, 
what you want to use the money for. 
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Mr. Mires. The Defense Department would like to have us con- 
struct suitable recreational buildings in those areas. 

The USO, as I indicated this morning. will be raising about $14 
million, hopefully, this fall, to actually provide the services in com- 
munity buildings and in buildings on the military posts for servicemen. 

The actual programing of the recreational work and the pay of the 
people will come from a combination of the communities and the USO. 

So far as the estimate that is here is concerned, the primary purpose 
of it would be to construct recreational buildings in these areas 
adjacent to military camps. 

Mr. Heprickx. Would you mind giving us the location of these 12 
areas for the record? 

Mr. Mires. I will be glad to. The areas are: Limestone Air 
Force Base, Limestone, Caribou, and Fort Fairfield, Maine; Eglin 
Air Force Base, Valpariso, and Fort Walton, Fla.; Orlando Air Force 
Base and Pinecastle Air Force Base, Orlando, Fla.; Moody Air Force 
Base, Valdosta, Ga.; Robins Air Force Base, Warner-Robins, Ga.; 
Keesler Air Force Base, Biloxi, Miss.; Lake Charles Air Force Base, 
Lake Charles, La.; Bryan Air Force Base, Bryan, Tex.; Parks Air 
Force Base, Hayward, Pleasanton, and Livermore, Calif.; Travis Air 
Force Base, Fairfield and Suisun, Calif.; Mountain Home Air Force 
at Mountain Home, Idaho; Larson Air Force Base, Moses Lake, 

ash. 


ESTIMATED COST OF RECREATION FACILITIES 


Mr. McGrarn. Will you tell us what the $31,847,000 is to be used 
for? Will vou tell us how you have arrived at this figure, and tell 
the committee what you are going to use it for? You will find it on 
the second page of your statement. 

Mr. Mires. The figure of $31,847,000 represents the amount of 
money that was spent during World War IT under the Lanham Act. 

We propose in the budget which is before you to spend approxi- 
mately $1,200,000 for recreational purposes instead of the $31,000,000 
which is contained in that tabulation. 

Mr. McGrartn. You intend to spend the $1,200,000 in this appro- 
priation and come back before the committee next year, as you put it, 
the winter or spring season for another appropriation, do you not? 

Mr. AnprersEN. Will the gentleman yield? 

Mr. McGrartn. Yes. 

Mr. AnperseEN. That, I believe, is the nub of the whole thing. We 
are here discussing the beginning of what might be a huge program 
in the future. 

Mr. McGratu. That is what I would like to develop. 

Mr. Anpersen. I think you are making very good inquiries based 
upon that reasoning. 

Mr. Mires. Judge McGrath, the amount of money which the Con- 
gress has authorized for this program is $60 million. That is the 
maximum. The amount of money which the President has in the 
request which is now before the Congress totals $40 million, which 
would leave a maximum balance which could be requested under the 
law next spring of approximately $20 million. So there is a ceiling set. 

Mr. McGratn. Would you tell us how much in addition to this 
$1,200,000 eventually this program will cost us for recreational 
facilities? 
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Mr. Mixes. That is difficult to say, sir, but my guess is it would not 
exceed in total under this law the sum of $2 million. 

Mr. McGratn. Have you any definite plans for the expenditure of 
this $1,200,000 at the present time? 

Mr. Mies. The experience during World War I]—— 

Mr. McGrarn. No, have you any definite plans now? 

Mr. Mixes. Not in terms of having laid out specific buildings so 
we can tell you exactly how much each building in each locality will 
cost. 

Mr. McGrartu. Then how did you arrive at the figure of $1,200,000? 

Mr. Mixes. In this manner: The amount of money per building 
which was required during World War II was about $100,000. We 
believe that even though construction costs have gone up very 
markedly, the buildings can be considerably modified and made 
smaller, designed more economically, and so on, so that the buildings 
on the average would not cost more than they did during World War 
II. 

The $1,200,000 would represent, under those circumstances, pro- 
vision for approximately 10 buildings, plus $200, 000-some-odd for 
services. 

The Air Force alone has told us now that they feel 12 buildings in 
those areas are needed. The Department of the Army has indicated 
informally—we do not have a letter from them—that there are other 
areas probably totaling 25 to 30 which would need facilities. 

We would not propose to build facilities in all the places that the 
Departments of the Army and Air Force would want them. 


TYPE AND USES OF RECREATION FACILITIES 


Mr. McGratu. What would the use of these buildings be? 

Mr. Mixes. The buildings could be used primarily by the military 
personnel and their families off post where there are no adequate local 
recreational facilities, and where the camps are remote from normal 
cities and community recreational facilities. 

Mr. McGrartu. Who would conduct the recreational facilities? 

Mr. Mires. The USO by and large would do that, either the USO 
or the coliinaditan of the USO and the community itself. 

Mr. McGratu. Does the Federal Security Agency contemplate 
going into the recreational field? 

Mr. Miss. No, sir. 

Mr. McGratu. They are just going to build them and then turn 
them over to the USO, is that correct? 

Mr. Mites. We would hope we would not even have to erect the 
building, that the community itself would erect the building with the 
aid of some Federal funds; then the USO and the community would 
operate the program. 


URGENCY OF NEED FOR RECREATION FACILITIES 


Mr. AnpErRSEN. Will you permit one question there? Is there any 
particular urgency as to this item in any of these communities which 
you might have in mind? In other words, is the population so heavy 
that the immediate construction of these is required for recreational 
purposes? 
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Mr. Mines. Well, sir, that is a matter of judgment, of course. In 
many instances the number of military personnel who have moved in 
far exceeds the total population of the nearby communities. 

Mr. ANDERSEN. Is not the Army doing anything about this problem? 

Mr. Mines. They have a small staff of personnel, a few people for 
the purpose of trying to get the communities to do everything they 
can. But they do not have any money for the erection of buildings, 
facilities in these nearby communities. 

Mr. AnpERSEN. What happened to all of the old facilities which 
were put up for similar purposes during World War II at practically 
the same camps? Were they abandoned or torn down? 

Mr. Mites. Many of them are still in use, sir. Some of them were 
turned back to the community. Some of them have been sold and 
used in other ways. But all of those buildings which are adjacent to 
the camps which existed during World War II and which are available 
are being put back to use for this purpose. 


RESPONSIBILITIES OF LOCAL COMMUNITIES IN RECREATION FACILITIES 
PROGRAM 


Mr. McGraru. The General Services Agency has been set up with 
a verv elaborate corps of engineers and architects. Is it not a fact 
that your agency now is going to duplicate this in planning these 
buildings? I am talking about the $1,200,000. 

Mr. Mies. J do not believe so, Judge McGrath. Our policy will 
be to have the local community itself do the programing and submit 
plans and specifications. They will hire the engineers themselves, 
their own architectural firm. Our job will be that of reviewing the 
need and the extent of their fiscal capacity, and so on, and how much 
money, if any, the Federal Government ought to put in to help them 
do the job. 

The whole emphasis will be that of placing the main burden on the 
local community. We will simply do what is necessary. 


RESPONSIBILITY OF HOUSING AND HOME FINANCE AGENCY 


Mr. McGraru. Who is going to supervise the construction of the 
building to see whether the plans and specifications have been lived 
up to, the Federal Security Agency? 

Mr. Mixes. It depends on the type of facility. 

Mr. McGraru. We are talking now about recreational facilities. 

Mr. Mives. If that arises, the Housing and Home Finance Agency 
would do that. We would transfer funds to them to do that. 

Mr. McGratu. They would have to have engineers. 

Mr. Mixes. They have some now. 

Mr. McGraru. As to the other type of work, your other expendi- 
tures, any other buildings besides recreational facilities. Would you 
go in for anything else? 

Mr. Mixes. The various types of facilities for which this estimate 
provides are sewage-treatment works, water-purification plants, hos- 
pitals and health facilities, day-care facilities—there would be very 
few of those, just perhaps a couple of them—and recreational facilities, 
and refuse disposal. 
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Mr. McGratu. Then I take all your testimony to the effect that up 
to this point it is still in the formative stage, is that correct, all your 
planning? 

Mr. Mites. Yes, I would say it was in the developmental stage. 
This law was only enacted on the first of September. 


COST OF FORMING UP A DEFINITE PLAN FOR COMMUNITY FACILITIES 


Mr. McGrartn. In answer to a question this morning you said it 
would take about $200,000 at the present time for you to plan this 
work, so that you would come back before Congress then and tell us 
in the next session of Congress what the definite plans would be, is that 
correct? 

Mr. Mixes. I made that preliminary guesstimate, so to speak; yes, 
sir. In thinking about it over the noon hour I felt that I ought to 
amplify and comment upon that. I am sure you recognize what a 
difficult position we would be in in trying to obtain the necessary per- 
sonnel. We would have to get them from State health departments, a 
few of them from State welfare departments, and elsewhere. 

This would be to do a job for a period of 4 months. Then if we 
were to come back to the Congress for additional funds—I am now 
only talking about the administrative expense side and not about 
the grants—and would have to lay those people off with the expecta- 
tion of rehiring them if and when Congress appropriated more money, 
I think that under those circumstances we would have grave difficulty, 
if not faced with an impossibility, of getting any kind of decent 
personnel for a temporary period, followed by a haitus, and then by 
another period of employment after that. 

So that I would urge strongly that we be given a sufficient sum to 
cover the entire year as far as salaries and expenses are concerned, 
although I recognize as far as the grants, and so on are concerned, 
it might be the wish of this committee and the Congress to defer 
making appropriations of the size that are indicated here. 

Mr. McGraru. Do you not think, that for us to go before Congress 
and ask for $25 million plus, with the program such as you have out- 
lined, that Congress might be justified in asking a good many questions 
as to what your definite plans are? 

Mr. Miuus. I do; yes, sir. 

Mr. MecGratru. And as a former member of the Bureau of the 
Budget you would be rather hesitant, would you not, to approve $25 
million in a presentation such as we have here? 


IMMEDIATE NEED FOR SOME FUNDS 


Mr. Mixes. I admit that the circumstances are not of the kind 
that make an ex-budgeteer happy. I would like to comment, how- 
ever, that in respect to the situation we find outselves in, especially 
in relation to such problems as those of this large Savannah River 
area, that if we do not appropriate some funds now to get the pro- 
gram under way, | think the people in that area, to take one example, 
are going to be in fairly difficult straits by the time facilities are 
provided. 

1 would think that at least some appropriation as a starter for these 
areas that are really urgent now would be definitely needed, 
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Mr. McGraru. You have been so fair in your statement that I 
have no more questions to ask. 


DESCRIPTION OF RECREATION BUILDINGS 


Mr. Hepricx. Going back to the 12 recreational centers, how many 
pool rooms and bowling alleys will be in those? 

Mr. Miss. I would not know, sir. I was not involved in this 
kind of program during World War II. Mr. Snyder who is here was. 
I would like to get him to comment on that question. 

Mr. Snyper. In World War II, among the buildings that were 
built, I do not know of any that had the type of facility that you 
have mentioned. 

Mr. Heprickx. What are the buildings usually used for? What 
are the typical buildings and what are in them? 

Mr. Snyper. The buildings in World War II were centers in the 
community in which men in uniform customarily went on leave on 
evenings and week ends when they were off the post. 

They consisted usually of a rather moderately sized assembly room, 
which was used for dances and occasionally was used for volley ball 
and other athletic activities. There was usually a stage at the end 
where you could have a play or present some musical activities. 

In connection with it there was usually a lounge which was com- 
fortably furnished so that men could meet their acquaintances in the 
community. Oftentimes it was a place of social meeting with hostesses 
provided by the USO. It was a chance for the young men to meet 
the young women of the community under favorable circumstances. 

Mr. Heprickx. Did they have moving pictures in these buildings? 

Mr. Snyper. In some of the larger buildings there was an oppor- 
tunity for portable moving pictures. There were rooms where men 
could write letters home. There was a space in some of them where 
they could go into a rather small room with good soundproofing and 
listen to phonograph records. There was usually a little center or 
sometimes an alcove where on a community basis books were assembled 
where the men could read, and magazines and newspapers were made 
avaiable. 

In most of the buildings there was a small snack bar where you 
could get soft drinks, sandwiches, candy and milk—sort of a milk bar. 

Mr. Heprickx. How about beer? 

Mr. Snyper. I think in some cases; yes. But you must remember 
that most of these centers that were built were turned over—I think 
about two-thirds of them, those that were not operated by the munici- 
pal department—to USO organizations. The Salvation Army was 
one of the USO organizations, and you would not expect to find any- 
thing other than soft drinks in those. 

Mr. Heprick. As a rule, they did not have swimming pools? 


SUMMARY EXPLANATION OF NEED FOR RECREATIONAL FACILITIES 


Mr. Snyper. I know of none that did. I might just add another 
word about the recreational center. As Mr. Miles pointed out, there 
are a few of them, some 40 or 45 that are still in use. I think we would 
have to rely entirely upon the military departments for recommenda- 
tions and sponsorship as to the type of communities in which this 
facility would be needed and would be essential. 
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I have had some conversations with the Air Force, which has prob- 
ably gone further than the other two services in the appraisal of the 
need. They have pointed to a number of areas where no facility of 
that type now exists. 

They have also pointed to the fact that about 35 percent of the 
Air Force personnel—take that as an example—are married. Among 
the bases they have recommended to us, quite a number of those bases 
are of the permanent type and of the new type in terms of the new 
defenses that we are erecting, where men are on a firm and fairly 
rigid schedule, often subject to call on a 24-hours-a-day basis for air 
defense and strategic services, and where there is no discouragement 
of the men as to bringing their families into that type of community. 

As a matter of fact, from a morale point of view, it is a very good 
thing for the airmen to come with their families. They may be sta- 
tioned there for 2 or 3 years. They hope that the airmen will not be 
isolated from the community but will be as much a part of the com- 
munity as possible. ° 

But there is the fact again that the airmen and their families are so 
overwhelming that they almost engulf the community and swamp the 
community. 

By a careful screening on the part of the Defense Department itself, 
and in terms of areas where no facilities presently exist, and in terms 
of hopefully getting the community itself or the USO to provide the 
operation of the building, as well as the services within the building— 
I think that is the kind of approach to this problem that could be 
anticipated under the circumstances and in terms of the small size 
that very frankly we have bad in mind as we have talked this problem 
over with those in the Defense Establishment with whom we have 
been working. 


RESPONSIBILITY FOR OPERATION OF RECREATIONAL FACILITIES 


Mr. Heprick. Thank you very much. Mr. Miles, I think you 
stated awhile ago that they would be operated mostly by the USO. 

Mr. Mires. Most of the buildings in these areas immediately 
adjacent to the camps, I would assume, would be operated by the USO. 

Mr. Hepricx. You have $270,000 for recreation’ services. What 
would that be? 

Mr. Mixes. There might be some instances where the recreational 
needs would not be entirely up to the military. For example, the 
Savannah River situation is a case in point. The USO would not 
concern itself with the recreational needs in an area like Savannah 
River. Yet the needs might be as acute as anywhere else, and would 
warrant some limited grant of funds. 

Mr. Heprickx. That sounds a little excessive. 

Mr. Snyper. Could I offer another illustration of the situation? 
I think it is correct to say that you might find in some military areas 
the municipal recreational department or some other local group 
other than the USO, in the absence of the USO, and that their request 
for funds is modest in comparison with much larger sums that were 
raised before; that you might find in some military areas some local 
need that could not be met through the absence of a USO except 
through some supplementation. 
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I think this would be essentially in the industrial areas, as Mr. Miles 
pointed out in the Savannah River proposition. 

You have the springing up of military camps, and there will be a 
period of a year or 2 years before people get a more permanent habita- 
tion. Where there are children there will be a logical need to tie that 
in with the town, but because of the transient nature of that population 
they might wish to come to us in terms of a plan that would, as the law 
requires, do the utmost locally before any attempt would be made to 
make any supplementation of that. 

I think you could almost say that that amount of money would serve 
those purposes in areas where the USO by its own charter does not 
operate in an industrial area. That would be the purpose of that. 

Mr. Heprick. Judge, do you have any other questions? Mr. 
Jensen. 

ESTIMATED NUMBER OF CRITICAL AREAS 


Mr. Jensen. Mr. Miles, what would be your conservative estimate 
of the number of defense areas in which these facilities would be built? 

Mr. Miues. My guess would be that within the next month we 
would have designated somewhere between 35 and 50 areas. 

Mr. Jensen. How about within the next 2 years? 

Mr. Mites. Within the next 2 years would be more difficult to 
predict. I would guess that the number of critical areas might run 
as high as 200. 

Mr. Jensen. In those areas you propose to furnish the needed 
community facilities for which we have a responsibility; that is, your 
agency, for water-purification plants, sewage-treatment plants, hospi- 
tals, health facilities, day care, and recreational facilities. Is that 
right? 


Mr. Mines. Yes. 
ESTIMATED ULTIMATE COST OF COMMUNITY FACILITIES 


Mr. Jensen. A reasonable estimate on all of those things, knowing 
that many of these are in large towns and communities and in heavily 
populated centers, would be about $10 million for each area; would it 
not? 

Mr. Mixes. I believe, sir, in many instances the areas would re- 
quire very little in the way of help. 

Mr. JensEN. You said they would require very little in the way 
of help? 

Mr. Mives. In the way of Federal funds from this appropriation. 

Mr. Jensen. What would vou say would be a conservative estimate 
then on the average amount of money that we should spend in these 
200 areas? 

Mr. Mines. That is very difficult to say, sir. I do not know. 
You could divide the $60 million that is available by 200. 

Mr. Jensen. The $60 million has no part to play in this question 
at all, because we know that is just a drop in the bucket. 

If you spent even a million dollars in these places, and certainly 
vou would average more than that, you would have $200 million right 
there. That would be the least you could possibly spend. That 
much buys almost nothing today when you start buying and building 
water-purification plants, sewage-treatment plants, hospitals, health 
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facilities, day care, and recreational facilities. We know that you 
cannot do anything that would be of any consequence for any town 
or any defense area for a million dollars. 

So there you have $200 million. I am satisfied that it would cost 
at least $5 million. There you have a billion dollars. You talk 
about $60 million; let us not think about that at all. I would not 
care to even give that a thought. This is just the beginning. 

In each one of these areas, I presume it is proposed to set up rent 
control? 

RENT CONTROL IN CRITICAL AREAS 


Mr. Mixes. The list of critical areas for rent-control purposes may 
vary from the list of critical areas for the purposes of Public Law 139. 

Mr. Jensen. We usually impose rent control. That has been the 
custom anyway in defense areas. I notice in your statement you say: 

To date, however, due to shortage of mortgage money and other factors, few 
new houses have been built as a result of private initiative in the 42 areas which 
were designated as critical and in which credit restrictions were relaxed to en- 
courage housing construction. 

Why do you suppose that was? 

Mr. Mixes. Well, sir, in many areas which have been designated 
as critical, there are not many contractors who are in the business of 
speculative building—building for later resale. 

Let us take, for example, the area surrounding Camp Leonard Wood 
out in Missouri. There-are very few, if any, contractors who are in 
the business in that area of building houses 

Mr. Jensen. Now, Mr. Miles, | have been in the business, and 
whenever my partner, or my old friend whom I called a partner be- 
cause I was in the lumber business and he was the contractor, heard of 
a job anyplace within a radius of a couple of hundred miles that he 
might get, or a contract was to be let, he was there, along with about 
40 or 50 other contractors. 

So, just because there are very few contractors in that area- 
Kansas City and Springfield are right in that area—does not prove 
anything so far as the ability of people to build private houses or 
houses with private money. 

We might as well lay the cards on the table. The fellows are not 
building because private money will not invest in home building 
where rent control is imposed. I have been right in the middle of 
that. 

And you would not invest your money in building homes in areas 
where you knew that you were going to have a loss because you could 
not charge enough rent. 

Mr. Mixes. Not having any money, I would not know; but I think 
you are probably right. 


UNDESIRABLE ASPECTS OF PROVIDING FACILITIES WITH FEDERAL FUNDS 


Mr. Jensen. Two of us, my friend. So, when we enter into things 
like this, where the Government starts building, we are going to 
furnish them with water-purification plants, furnish them sewers, 
sewage-treatment works, furnish them hospitals, health facilities, 
day care, and recreation. I wonder if we are not providing a little 
bit of heaven for the folks that stayed home. 
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So, as long as we do that, it is possible that some folks are not 
going to hate war at all. Too many of us—I will put it that way— 
are not going to hate war. As long as we make it so nice for those 
who stay at home it will be all right. And, on the face of it, they 
think they are prosperous, too. The day is coming when all of it 
had to be paid. So, let us not make it too easy a thing for we folks 
who stay athome. Letus make it a little bit tough for ourselves and 
then we will not want wars, and we will not be sending our boys all 
over the world to fight and die, yes, to fight and die while we live 
in more comfort because sweet Uncle Sam is going to take care of us. 

He is going to make this a heavenly place because we are going to 
furnish everything for the folks that do not have to fight and die. 
So, let us make it tough for the folks that stay at home. Just as 
tough as we have to. Let them have a taste of war, too, while the 
boys are fighting in Korea and all over the world, if this thing keeps 
on. 

Just what are the businessmen that are going to profit by these 
great Government installations in their respective localities contribut- 
ing to this, contributing to help pay for all these nice things that we 
are going to furnish them and which brings business to.them? Just 
what are they paying? What they are doing is making plenty of 
profit. 

MATCHING OF FUNDS BY LOCAL COMMUNITIES 


© 


Mr. AnperseN. I might ask for the record: Is there any matching 
provision required by the communities in regard to any of these im- 
provements, such as sewage control and water purification? 

Mr. Mines. There is a requirement in the law that every com- 
munity must bear the greatest share it possibly can. In effect, a 
community almost has to take a pauper’s oath before any Federal 
funds can be made available to it. 

The law says that— 

No grant or other payment shall be made pursuant to title III of this Act for 
the provision, or for the operation and maintenance, of community facilities or 
equipment therefor, or for the provision of community services, required in 
connection with national-defense activities in such area unless the chief executive 
officer of the appropriate political subdivision certifies, and the Housing and 
Home Finance Administrator finds, that such community facilities or services 
cannot otherwise be provided when needed, or operated and maintained, as the 
case may be, without the imposition of an increased excessive tax burden or an 
unusual or excessive increase in the debt limit of the appropriate local agency. 

Mr. ANpErRSEN. How will that provision be enforced? 

Mr. Mixes. The way that would be enforced would be for the 
Housing and Home Finance Agency to make a careful analysis of the 
fiscal capacity of every community; and, when a project is being 
reviewed in order to determine how much shall be put in in the way 
of Federal funds and how much in the way of local funds, the first 
thing that will be done will be to see that the local funds are put up 
to the maximum possible degree before any Federal funds are made 
available. 

Mr. ANDERSEN. One further question: Say that even though the 
local people are able to do so they refuse to put up the funds—then 
what? Can the Government force them to do so, or is that particular 
big area forced to go without these necessary facilities? 

Mr. Mites. Well, sir, that is a very big question, and it is a very 
tough one. The fact is that the Federal Government under those 
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circumstances is empowered to go ahead and build the facility and 
hold it in its own name, bold title to the facility, but it would only do 
so under the most extreme and urgent circumstances. 

Mr. ANDERSEN. They have no direct form of compulsion to make 
the community meet their end of this problem? 

Mr. Mies. No, sir; they do not. 

Mr. ANDERSEN. I[ am sure they do not. Excuse me, Mr. Jensen, 
for interrupting your questioning. 

Mr. JenseN. I agree, Mr. Miles, that you must believe that the 
local communitiés where these defense establishments will be located 
or are located would in most instances, not all but most, provide all 
these facilities for which you are requesting money here today. You 
are doing it legally, properly, because the Congress told you to do it. 
We passed the law and you are just carrying it out. So do not think 
I am bearing down on you particularly. You are just here because 
you have to be here. 

Mr. Mixes. That is right. 

Mr. Jensen. But I will venture that there is a great majority of 
these towns where these defense facilities are located where the people 
themselves would furnish all the necessary facilities, the water and 
everything else, the hospitals, and the rest of the things that you 
are asking for here, all the needed recreation centers and child day 
centers that could presently be furnished if the Federal Government 
would keep out of their business. 

Mr. Mixes. We certainly hope that is true. 

Mr. Jensen. We are not going to give them a chance because they 
are all human beings, and the moment they see the Federal Govern- 
ment is putting up the money they will want some. These chambers 
of commerce are professionals in the art of asking that the Federal 
Government come in and do something, yet most of them are scared 
to death of Government controls. But whenever there are any Federal 
hand-outs, believe me they are right there. I have great respect for 
them in a lot of cases. But too often their members will write to you 
and say, ‘‘Cut out this Federal spending,’ and the next day vou will 
get a petition from the chamber of commerce to build something and 
to get money to do a lot of other stuff. I tell them so, too. I do not 
ask for it. I just tell them I am not going to ask for it. Perhaps that is 
why we have not a single installation proposed for the defense program 
of the United States for the State of lowa. Maybe that is one of the 
reasons. 

I want you to know, I must add, that I think these people are just 
as patriotic as any people in the world. The war record proves it. 


PERSONAL SERVICES 


I notice you have asked for $360,000 for additional personal services, 
to hire 112 additional personnel. 

Mr. Miuves. I believe the number, sir, is 112. 

Mr. JENSEN. Yes. 

Mr. McGraru. The other figure is 62 instead of 72. 

Mr. Jensen. The average number of all employees. Just how do 
we understand this? The total number of permanent positions is 112 
and the average number of all employees is 62. Will you please 
explain that? 

Mr. Mites. By the time the program gets under way, and so on, 
it will be December. ‘That is to say, by the time we get people 
aboard, on the average, it will be December, which means there will be 
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a little more than half a year on the average that those people will be 
employed. 

Mr. Jensen. That is man-years? 

Mr. Miuzs. Yes. 

Mr. Jensen. But you are asking for $360,000 for that purpose? 

Mr. Mixes. Yes. 

Mr. Jensen. Then vou are asking in addition to that $760 on the 
average for each one of the employees for travel, communication serv- 
ices, Other contractual services, supplies and materials, and equipment. 

Mr. Mixes. One of the reasons for that is the need for travel ex- 
penses. If we are to do any kind of a decent job in connection with 
this, we will have to go into the local communities and take a look 
with our own eyes at the situation, talk with the local people on their 
own local ground. 

If we do not, we certainly will not be able to conserve the Govern- 
ment’s money and do a real job of surveying local needs, and so on. 

Mr. Jensen. That accounts for $73,000? 

Mr. Mixes. Yes, sir. That is the bulk of the amount other than 
personal services. 

Mr. Jensen. I want to note that there is $73,000 for travel: com- 
munication services, $1,352; printing and binding, $4,500; other con- 
tractual services, $53,160; supplies and materials, $3,741; and $4,247 
for equipment. What does the item of $53,160 entail? 

Mr. Mixes. $50,000 is for transfer to the Housing and Home 
Finance Agency for the purpose of carrying out our share of what we 
refer to as the “‘means test,’”’ the way of determining the fiscal capacity 
of each community. There is no purpose in having two different 
agencies going in and examining the fiscal capacity. The Housing 
and Home Finance Agency bave done that sort of work, and they 
have part of this total program. 

We are in full agreement that they should do the job. $50,000 of 
that is for transfer to them to do that. 

Mr. Jensen. Every city of any size has a secretary of the chamber 
of commerce. They have the facilities, the officials who could give 
them most of the facts. Is it not possible to send out a questionnaire? 
Probably they could do that better than anyone else could go out 
and do it, and in a week’s time. It would be a very simple form, 
maybe just 25 or 30 questions on it that would do the job properly, 
instead of spending a lot of money here to send these folks all over 
the country. They are not schooled in the art, particularly, are they? 
You do not have enough people to handle 200 areas; do you? 

Mr. Mixes. The Housing and Home Finance Agency does not have 
enough to handle 200 areas, but they do have a number right now 
who are schooled in the art, and they would expand that number 
partly from the transfer of funds involved here. 

| would say in answer to your question, Congressman Jensen, that 
being an old budget man myself, I certainly would hesitate to rely 
upon questionnaires answered by the chamber of commerce or even 
in some cases local officials, using that as a basis of determining the 
fiscal capacity without going in and taking a good close look at the 
situation to make sure that your understanding of the situation is a 
complete and accurate one, 

Mr. Jensen. IT do not think they would lie, especially on paper, 
just to get the facilities. I do not believe they would go that far. 
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Mr. Mies. It is not a question of doubting their word, sir. That 
is not what [ had in mind to imply. I do believe that the data 
oftentimes are subject to more than one interpretation. It is neces- 
sary to get an interpretation of the data as wll as raw figures. 

Mr. Jensen. Then I have just one more question. Out of the 
approximately 2,600,000 Federal employees that are now on the pay- 
roll, or will be as soon as all the appropriation bills go through, it 
would seem to me you would be able to find the people you want. 

I notice the kind of people you are requesting here. 1 notice that 
you are requesting a program director at a salary of $10,000. Then 
you are requesting an assistant program director, three of them, for 
$26,400. Hospital construction engineer, $8,800. Then you have a 
public-health engineer at $8,800. You have a construction cost analyst 
at $7,600. You know that the General Services and the Army en- 
gineers, and most every department of Government has such fellows 
by the hundreds that could do this job. Then you have a hospital 
construction engineer, $7,600. You have a hospital-equipment special- 
ist, two of them, $15,200; a nurse’consultant at $7,600. You have a 
program-service specialist, four of them, for $30,400. <A facilities 
specialist, there are four of them, at $30,400. Then you have a public 
health engineer at $6,400; a survey and program analyst, two of them, 
for a total of $12,800. Then you have a financial-management officer 
at $5,400. Then you have a fiscal analyst at $4,600. Then you have 
some 11 folks which you want to pay $34,800, and so on down the line. 

Do you not think, as I said before, out of the 2,600,000 people, 
civilian Federal employees, that vou can scratch up those folks with- 
out adding another burden to the taxpayers of America who are now, 
under these figures that I have quoted, going to be obliged to pay 
around $13 billion for these 2,600,000 Federal employees in the fiscal 
year 1952? 

Here is the way it figures: The average right now that a Federal 
employee gets is $3,679. Just the other day we voted an increase 
which will amount to about $500 a year. Then the average for all 
the related services, travel, per diem, leave pay, printing and binding, 
and other office equipment will amount to about what you are asking 
for here for each one, $760 apiece. So there you have approximately 
$5,000 which a Federal employee is going to cost the taxpayers of 
America. You multiply 2,600,000 by $5,000 and you have $13 
billion for civilian personnel expenditures for the fiscal vear 1952, 
and you are coming in here and asking for more employees. 

Now, you go ahead and justify it, Mr. Miles. 

Mr. Mixes. Congressman Jensen, I cannot speak with respect to 
the whole Government, nor with respect to the 2,600,000 employees. 
I will have to confine myself to the Federal Security Agency. I must 
confess that in the 11 months that I have been with the Federal Secur- 
ity Agency I have been trying as best I could to get the ever-increas- 
ing, ever-mounting load of work done with the staff that is available 
to us, and it is an extremely difficult job. 

If I may be personal for the moment, I have myself in the last 11 
months put in about, I figure, 4 months of overtime, about 12 hours 
a day, sometimes more, working practically every week end in those 
11 months, and still the work gets heavier and heavier. 

I am looking for other ways of breaking the bottleneck, but we have 
more and more programs. Let me illustrate. Let me take the pro- 
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gram of allocating critical materials for school and hospital construc 
tion. That is a big additional load that has been put on us in addition 
to our regular workload. We are absorbing a major portion of ii. 
The people in the hospital construction and education fields were 
already heavily loaded but have taken their share of that on top of the 
regular workload. There comes a time when your absorption power 
is absolutely squeezed out. , 

I must say, sir, that I share your interest in economy, but from 
where I sit it looks to me as though the estimate which we have pre- 
sented to you represents a rock-bottom minimum to do a job of 
surveying local needs and assuring ourselves that the money which is 
spent for these purposes is spent for only the most essential needs. 

So, with the job we will have to do with all these chamber of com- 
merce represehtatives and representatives from communities over 
the Nation, dealing with the Department of Defense, with the USO, 
the Housing and Home Finance Agency, I just do not know where the 
people are coming from unless we do get perhaps some money to 
hire some of the ones who may be laid off from other agencies in the 
process of some reductions that may be made. 

We certainly within our Agency are right up to the hilt so far as the 
workload is concerned. 

Mr. Jensen. Of course, Mr. Miles, I do not question anything you 
have said. I must say that I have sat, across the table from Agency 
heads for the past 9 years and every one of them has the same story. 
Now, there is something wrong some place. I think too many of them 
do not know how to organize and delegate authority and responsibility 
to their assistants. 

I think that is one of the great problems. We are so subdepart- 
mentalized in our Government today that it is pitiful. I have been 
told by folks that have come to my office, branch heads who work in 
the departments, “Well, they tell me even though we don’t have any- 
thing to do in our branch we must stay on our own ground, in our own 
bailiwick, and not go over and help the folks across the aisle.”’ 

Just as long as that condition exists I presume we are going to con- 
tinue piling them on and piling them on, but certainly this thing can- 
not goon. I hope that you will attempt to get these people that you 
need from other regular agencies without going outside and hiring 
additional help. That is all, Mr. Chairman. 

Mr. Heprickx. Mr. Andersen. 


HOSPITAL PROGRAM 


Mr. ANprERSEN. I have a question that I would like to ask of Dr. 
Dearing relative to the inclusion of hospitals in this proposed program. 

First, Doctor, how much money would you say is contained herein 
for the hospital program, together with the necessary personnel? 

Dr. Dearina. Mr. Miles gave the breakdown this morning. It is 
roughly $11 million for construction. 

Mr. ANDERSEN. $11,380,000. I notice that. 

Dr. Dearine. And something a little over a million for mainte- 
nance and operation. 

Mr. ANDERSEN. That, of course, would be in addition to, and 
above what, the Congress has provided for the Hill-Burton Act? 

Dr. Dearina. Yes, sir. 

Mr. AnpEersEN. How much did the Congress put up for fiscal 1952 
to implement the Hill-Burton Act? 

Dr. Dearina. I believe it was $82,500,000. 





181 


Mr. ANDERSEN. As you know, when you divide the $82,500,000 
between the States, it does not appear to be such a large sum. In 
fact, this Federal grant to Minnesota becomes so small ‘that I have 
attempted without success for 3 years to get consideration for a 
small hospital in a community in my district, which needs a hospital 
very badly. 

It seems to me that in this particular item, where we are consider- 
ing a $11,380,000 additional grant just for certain favored communi- 
ties, that perhaps we should study this proposal very carefully. Of 
course, national defense and defense workers sort of cloak the whole 
thing with a little aura of glamor. But that does not help my people 
back in that little community who have been trying for 3 years to 
get adequate hospital facilities. 

The States do have the right each year to reevaluate the alloca- 
tions under the Hill-Burton Act? 

Dr. Dearina. Yes, sir. 

Mr. ANDERSEN. Suppose a critical situation does occur down at 
Aiken, S. C. Certainly, there are hospitals within a certain number 
of miles from that particular area. The situation cannot get too 
acute right overnight. I do not like to see a huge amount of addi- 
tional money dumped down into South Carolina under the guise of 
national defense when small communities throughout the Nation have 
been trying to get a little consideration toward taking care of their 
people without any appreciable success, 

I am wondering about this specific suggestion: Would it not be 
better if the Congres ss were to put up additional money for the Hill- 
Burton Act and keep this new proposal entirely out of the picture? 
If we do not have sufficient hospital facilities, let us provide for these 
hospitals under the basic law. Let us put more money in there, into 
the Hill-Burton Act, and thereby, I think, assure to the various 
States concerned of a square deal. 

Do you see my point? Do you not think, Doctor, that this plan 
could be eliminated here entirely and instead work tow ard the end 
of giving more funds to the Hill-Burton Act? 

Dr. Dearina. Additional funds for the Hill-Burton Act would 
permit some of these things to be taken better care of, if you will. 

As I stated earlier, the two enactments by the Congress, one, the 
Hill-Burton Act, with its 1950 amendment, and this Public Law 139, 
for which an appropriation is requested, both taken together on the 
advice of our counsel, first, do not permit us to require “the States to 
put their plants especially i in the defense areas. 

Mr. ANDERSEN. But will not the various States put the money 
where it is most needed, in the final analysis? 

Dr. Dearina. That is the basic assumption. 

Mr. ANnDrERSEN. I certainly have confidence in my board in Minne- 
sota that they will put their small allocation of money wherever it is 
most needed. Certainly if an area does develop that needs hospital 
facilities and needs them badly, it seems to me that the States would 
take care of it themselves out of their allotment. 

Dr. Drarina. As I say, Public Law 139 was enacted by the Con- 
gress and authorized the hospital facilities in areas defined as critical 
areas under the terms specified here. 

Mr. ANpERSEN. What I am afraid of, Doctor, is that we will get 
fooled by this term ‘‘critical areas,’’ defense workers, and all of that. 
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After all, there are 150 million Americans in this great country 
of ours, and I cannot conceive of scarcely any great defense establish- 
ment but what if a man or woman becomes seriously ill an ambulance 
can take them 25 or 50 miles to a good hospital; can you, Mr. Jensen? 

Mr. Jensen. Well, they are doing it and nobody is suffering too 
much. 

Mr. AnperRSEN. They could at least do it temporarily. There is 
no great big rush to get in here and commence a big hospital construc- 
tion program in these areas which are being built up like mushrooms 
because of the war emergency. 

What I do think we should do, and this comes, Dr. Eliot, indirectly 
under your line of supervision, is something about the reenactment of 
the nurses training program. 

You will recall years ago that in this same committee room we 
commenced that program. Do you not think we should be thinking 
seriously of something like that? We trained 60,000 nurses during 
World War II. Do you have any program in view, or do you have 
any such idea in mind, Dr. Dearing? 

Dr. Deartna. There are two bills before the House. One is the 
general bill for the assistance and training of the health professions, 
which covers physicians, dentists, nurses, public health administrators 
and dental hygienists. That is before the House Interstate and 
Foreign Commerce Committee at the present time. 

There is also the Bolton bill. I do not remember the numbers of 
either of those. The Bolton bill addresses itself particularly to assist- 
ance and nurses training. 

As I stated this morning, we view the shortage of nurses as the 
most critical shortage in personnel. 

Mr. AnprERSEN. I understand that you have urged this before the 
Congress this year I think something should have been done by this 
time. 

Dr. Deartne. The bills are before the Congr ess and we have 
testified. 

Mr. ANDERSEN. We know, like our colleague has said, it does no 
good to construct a brick-masonry edifice if you do not have the staff 
to take care of the patients in those hospitals. 

Dr. Exror. I would just like to respond to the Congressman’s com- 
ment on the training of nurses. Of course, in the Children’s Bureau 
in connection with many of our programs of child health we are very 
concerned with this question of having an adequate number of nurses 
in the country. 

Mr. ANDERSEN. I know that is very close to your heart. I remem- 
ber years ago that vou testified in behalf of it. 

Dr. Extor. I would like to have you know that 1 returned to my 
position in the Children’s Bureau only within the last 3 weeks. I did 
not have an opportunity to testify on that, and if I had been here I 
would have testified for that. 

Mr. ANDERSEN. I am not criticizing. I think we may be putting 
the cart before the horse. We do need the personnel for these hospitals 
if we are to construct them. I know we need more and more nurses. 

Mr. Jensen. Mr. Chairman, I would like to make a comment. It 
seems we have to have good sewers to take the sewage away from the 
homes, but we dump it right into the streams, which is the most 
insanitary thing that is going on in America. 
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If we could just do something about dumping all this sewage and 
refuse from the factories into the streams of America, I am sure it 
would be a big step in getting away from a lot of these diseases that 
we have today which are so prevalent. I know the Health Depart- 
ment is doing something about it. I, have witnessed some of the 
most terrible things going on in this country of ours where we try to 
be sanitary. Sewage running into the streams and the rivers of our 
Nation is one of them. 

Mr. Mites. Mr. Chairman, that is one of the purposes of this bill, 
to make provision for sewage-treatment works so that the sewage will 
not be dumped directly into the streams. 

Mr. JensEN. You will not get it done before we have more stringent 
laws, State and National. 

Mr. ANpERSEN. | have a question I would like to ask Mr. Miles. In 
evaluating these various things that you are asking money for, what 
would you place at the top? 

Mr. Mixes. I would put at the top the provision of the essential 
utilities required in connection with the housing which is constructed 
in these critical areas, namely—— 

Mr. ANpERSEN. Water purification and sewage disposal? 

Mr. Mixes. Yes. Those two first. 

Mr. AnpersEN. If we do not allow you all vou ask for, those would 
be first? 

Mr. Mies. Yes. 

Mr. Heprick. Are there any other questions? Does anyone wish 
to make another statement to the committee? 

Mr. Denton. The difficulty about building a hospital under the 
Hill-Burton Act in my part of the country is the fact that the Gov- 
ernment has taken most of the taxable property and they cannot tax 
it for their share of it. This community that I am thinking of would 
have an awfully tough time building a hospital under the Hill-Burton 
Act if they needed one. The Government has taken about 40 percent 
of the taxable property. 

Mr. ANDERSEN. How close to that particular area is the present 
hospital? 

Mr. Denton. There is a hospital about 10 miles away, but it is 
inadequate for that particular town. They are talking about building 
one there. About 20 miles there is a Hill-Burton hospital. 

Mr. ANDERSEN. We are all pressed for hospitals. 

Mr. Denton. I do not see how they could do it in their situation. 
Around Paducah they have the same situation. 

Mr. ANperseNn. If your State thought it was a serious situation, 
they are enabled to allocate funds under the Hill-Burton Act to take 
care of that situation temporarily and make the others wait? 

Mr. Denton. I do not remember the terms of the Hill-Burton Act. 
It is a question of priorities in my State. They are giving the grants 
to the States in the order that they applied for them and qualified 
for them. 

Dr. Deartina. They cannot quite do that, Mr. Denton. They still 
have to establish priorities and to be sure that if a priority A com- 
munity has not the funds and the State is not willing or able to supple- 
ment those funds to enable the priority A community to build, then 
but only then can they allocate their present year funds to a present 
priority’ B community. 
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Mr. Denton. Under this act? 

Dr. Deartne. Under the Hill-Burton Act. The State has estab- 
lished priorities A, B, C, and D, certifying to us. 

Mr. ANpeERSEN. My sole contention is that I do not like to see 
another agency grow up and get staffed, as it may be under this pro- 
posal, with consultants and hospital engineers and such when we 
already have the Hill-Burton Act working very well. 

I would rather vote additional funds to promote the Hill-Burton Act. 

Mr. Denton. Can you use your staff under the Hill-Burton Act 
for this? 

Dr. Deartne. Yes. That is the purpose, as I think was brought 
out in the hearings on Public Law 139, for placing the hospital con- 
struction with the Public Health Service, so that it should be related 
to the Hill-Burton program and to all the planning and all the infor- 
mation that has been developed under that which would be applied in 
these areas. Actually, the State agency which administers the Hill- 
Burton program of the State will be called on to make the decisions in 
regard to the projects for which we receive applications under this. 

Mr. ANDERSEN. But, Doctor, the trouble 1s that the State agency 
will have to consider separate and apart the situation in the various 
communities of the State as contemplated under the Hill-Burton Act as 
compared with the demands of the various communities as they relate 
to these defense areas. I want the whole thing to be considered as 
one pattern. 

Dr. Deartne. The funds under this act would not be bound down 
by the matching requirement which Mr. Denton just stated was inter- 
fering in the area to which he referred. These funds have no statutory 
matching requirement. That is negotiated on the basis of the means 
test. 

Mr. ANDERSEN. That part I understand. 

Dr. Deartnc. But the State has to look at its plan, look at the 
hospitals, and say, ““What about the hospital 10 miles away?” They 
have to consider whether it can pick up with another one. If they 
could, they would know it and the hospital would not be built. 

Mr. ANDERSEN. | could see a possibility where they could not 
match. 

Mr. Denton. Here is their situation. The Government has built 
two plants there. One of them is a powder plant and the other is a 
bag-loading plant. They have taken about 40 percent of the taxable 
property. One of the plants is operated by du Pont and one by 
Goodyear. If the property was under the tax set-up, they would be 
in beautiful shape for any of these facilities. As it is, they have taken 
out “a percent of the property and they cannot tax the improvements 
on there. 

Mr. ANDERSEN. That is where they should be eligible to a Federal! 
grant. 

Mr. Denton. That property there is under the control of the 
Government. The Government owes a certain duty as a taxpayer to 
take care of some of the facilities there. They have increased the 
population three or four fold, and the people are more or less transient. 
You do not have the established charities that could go ahead and put 
up a hospital there. The people do not have any interest in the com- 
munity because they are transient, although I have been notified that 
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in the last few years it is developing. It was there during the last war. 
There is a chamber of commerce there, a live organization. 

Mr. Mixgs. I would like to point out in that connection that I 
believe a substantial amount of the money that is contained in this 
estimate for hospitals would be used actually to augment Hill-Burton 
projects. Many are scheduled in or near critical areas and these 
funds would be used in connection with the hospitals that are now 
being built or have been programed under the Hill-Burton program. 
The two programs would be integrated. In some cases, it would be 
necessary to add on an extra wing, or something of the sort, with addi- 
tional Federal money under this appropriation. 

Dr. Dearina. In connection with the Savannah River project, the 
University of Georgia Hospital at Augusta is under consideration for 
expansion. The Savannah River build-up in population has thrown 
a load into Augusta which they say they need 200 beds to handle. In 
making a final decision about what to do about hospital facilities 
there, that proposal, plus other locations nearer the site would have 
to be evaluated, and the whole thing done on an integrated basis, 
rather than take what each individual coming up to Washington argu- 
ing his case might say. We could call back on Georgia and the 
South Carolina hospital facilities to look at the whole picture. 

Mr. ANDERSEN. That is why you need one direction at the top. 

Dr. Dearina. That is where you would have it, at the top. 

Mr. ANDERSEN. That does not take care of my situation in Minne- 
sota. As far as I am concerned, they get just as sick as any of these 
defense workers and need hospitals just as badly. 


WATERWORKS AND SEWAGE TREATMENT PLANTS 


Mr. Hepricx. Do you know of any of these new plants, like the 
one down in Georgia and South Carolina where there is actually an 
emergency existing now for the lack of good pure water for those 
people to drink, and sewage disposal, actually an emergency? 

Mr. Mites. I believe it is very close to it. I would like to ask Mr. 
Pond about that. 

Mr. Heopricx. As a physician I am greatly interested in that point. 

Mr. Ponp. We have one classic case in Jacksonville, N. C., adjacent 
to Camp Lejune, where the water-treatment plant is already over- 
loaded. 

They have 600 or 700 additional houses which are about to be 
finished, and with the in-migrant population the plant cannot supply 
the water that is necessary. The community is up to its bonded 
indebtedness. It cannot raise money to pay for the expansion of a 
water-treatment works. That problem is a water-supply problem. 

The same community has a modern sewage-treatment plant which 
was designed for a small community. It was very efficiently designed, 
but it is now overloaded and with the 600 or 700 families that are 
coming in the community it will be heavily overloaded and a part of 
the sewage will have to be bypassed or inadequately treated. 

That sewage is discharged into a river which the Marine Corps is 
using for amphibious practice. I know there is a great concern in 
the locality and in the Marine Corps about that particular situation. 

We have other examples which are not as dramatic where existing 
water supplies are about at capacity, where the treatment works can 
take care of no additional quantities of water, and where the com- 
munity is not able with its own finances or its resources to increase the 
capacity. 
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Mr. ANDERSEN. It is not too late yet to urge upon the Defense 
Establishment that when they pick a site for any defense works of 
any nature they should first of all find a place with plenty of good 
water and with ample disposal facilities for the sewage. 

Mr. Ponp. I am sure that is what was a controlling factor for the 
atomic site. It was interesting to note that the water was the ultimate 
factor. They looked at a large variety of available sites, and that 
was the one thing that they found in the river that would give them 
adequate supplies for their purposes. 

Mr. Heprick. What do you think it would cost to correct the 
situation in Jacksonville, N. C.? 

Mr. Ponp. I talked with the mayor and city engineer who were up 
here within the last 2 weeks. I gathered it would be in the amount 
of $200,000 for the water works and probably an equivalent amount 
for the sewage-treatment plant. 

The variation in costs, of course, is wide from one community to 
another, depending on a wide variety of factors which need technical 
investigation. 

You have, so far as the water is concerned, various factors, solids 
in the water, and so forth. 

Mr. Heprick. This is the only place that you know of where 
there is an emergency? 

Mr. Ponp. Yes; that just at the moment we have specific informa- 
tion on. We do have, Dr. Hedrick, in the 50 areas on which we have 
gathered data cursory information that water-treatment plants are 
needed, which would amount to about, I think, $25 million or $30 
million worth of work. The majority of funds under any ceiling 
such as the $60 million ceiling would have to come from the locality 
itself. 

Dr. Deartna. There is another thing. The President has brought 
to the attention of the Director of the Office of Defense Mobilization 
a situation in Alaska, Anchorage for one, where literally a small group 
of our staff, who recently attended the Alaska Science Congress this 
month, came back and reported four little doll-sized tarpaper shacks 
on each lot, with one well being one man’s cesspool and another man’s 
well. 

Mr. Heprick. The ground is frozen and they have very difficult 
sewage disposal problems, I know. 

Dr. Dsarine. This does not happen to be in that locality. This 
is just plain crowding and lack of any facilities to meet a population 
influx of four or five times the norm. That is really an emergency 
area that the President has brought to the attention of the Director 
of Defense Mobilization. 

Mr. Heprick. I know that in Alaska it is difficult or impossible to 
have cesspools and other facilities due to the ground being frozen. 

Mr. Scuwase. I have just one question: This Camp Lejeune 
situation that was mentioned, that was originally a Government 
installation, was it not? 

Mr. Ponp. The waterworks and sewage treatment plant at Jack- 
sonville were built with Lanham Act funds during the early part of 
World War II. 

Mr. Scuwase. I had a son there for some time and I thought | 
knew that that was true. Is there any reason why the Defense 
Department cannot take care of this emergency there? 

Mr. Ponp. Mr. Schwabe, these are municipal utilities which were 
provided, as I say in World War II by nonmilitary appropriations. 
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I think it would be a mistake to expect the Department of Defense 
to use its appropriations for providing basic municipal utilities in 
extra cantonment areas. 

Mr. Scuwase. Although it has been done frequently. 

Mr. Ponp. My experience during World War II was that it was 
not done very frequently, as far as basic facilities are concerned. 

Mr. ScuwaBe. It was done there at Camp Lejeune? 

Mr. Ponp. It was a Lanham Act job. The Defense Department 
I do not believe should have to use its appropriations for that. 

Dr. Dearinc. The Defense Department tells us the Congress did 
not permit them to use the funds for municipal facilities. 


CHILD DAY CARE PROGRAM 


Mr. Hepricx. If there is no objection, I would like to insert a 
statement in the record at this point, offered by Miss Arnold, reporting 


on results of the check on the day-care-center situation in Columbus, 
Ga 


(The statement is as follows:) 


SEPTEMBER 24, 1951. 
State: Georgia. 
City: Columbus. 


One hundred and forty-one children are being served by four commercial 
centers. Two nurseries are rejecting applications at the rate of 20 per month. 
No publie or voluntary centers. The health and welfare departments consider 
that facilities are most inadequate because of overcrowding, untrained personnel, 
too many children per staff member. The community fears additional danger 
because many small groups are organizing day-care facilities on an informal basis. 


(Source: Loretto Chappel, chief, child-welfare division, State department of Public welfare.) 
Mr. Hepricx. The committee will stand adjourned. 
SUBCOMMITTEE 


CHRISTOPHER C. McGRATH, New York, Chairman 


MICHAEL J. KIRWAN, Ohio WALT HORAN, Washington 
GEORGE W. ANDREWS, Alabama FRED E. BUSBEY, Illinois 


Wepnespay, OcroBer 3, 1951. 
LEGISLATIVE BRANCH 


ConTINGENT EXPENSES OF THE HoUSsE 
WITNESS 


HARRY LIVINGSTON, DISBURSING CLERK, HOUSE OF REPRE- 
SENTATIVES 


Mr. McGrartu. Gentlemen, the committee will come to order. 
We will include in the record House Resolution 318, the authoriz- 
ing resolution, and House Document 247, containing the estimates. 
(The documents referred to follow:) 
{H. Res. 318, 82d Cong., 1st sess.] 
{Report No. 1073] 
RESOLUTION 


Resolved, That, (a) upon the request of any Member, officer, or committee of the 
House of Representatives and with the approval of the Committee on House 
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Administration, the Clerk of the House of Representatives is authorized and 
directed to purchase electric or mechanical office equipment for the use of such 
Member, officer, or committee. The cost of such equipment shall be paid from 
the contingent fund of the House of Representatives. 

(b) Except as provided in subsection (c), the cost of electric or mechanica! 
office equipment purchased for use in the office of a Member shall not exceed 
$1,500 and shall be paid from the contingent fund of the House of Representatives. 

(c) Any Member desiring electric or mechanical office equipment for use in 
his office in addition to the equipment purchased within the cost limitation pre- 
scribed by subsection (b) may request the Clerk of the House of Representatives 
to purchase such additional equipment at a cost of not to exceed $1,000. ‘Lhe 
cost of such additional electric or mechanical office equipment shall be deducted 
from the gross funds allocated to such Member for clerk hire. 

(d) Electric or mechanical office equipment furnished under this section shal! 
be registered in the office of the Clerk of the House of Representatives, and shal! 
remain the property of the House of Representatives. 

(e) As used in this section the term ‘“‘Member’’ includes a Representative in 
Congress, a Delegate from a Territory, and the Resident Commissioner from 
Puerto Rico. 

[{H. Doe. No. 247, 82d Cong., 1st sess.] 


CoMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
ProposED SUPPLEMENTAL APPROPRIATIONS FOR THE FiscaL YEAR 1952, 1N 
THE AMouNT OF $650,500 FoR THE LEGISLATIVE BRANCH 


Tue Wuite Houses, 
Washington, October 1, 1951. 
The SPEAKER OF THE House oF REPRESENTATIVES. 


Srr: I have the honor to transmit herewith for the consideration of the Congress 
proposed supplemental appropriations for the fiscal vear 1952, in the amount of 
$650,500, for the legislative branch. 

The details of these proposed supplemental appropriations are set forth in the 
accompanving letter of the Director of the Bureau of the Budget. 

Respectfully yours, 
Harry 8. TRuMAN. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupceEt, 
Washington 25, D. C., October 1, 1951. 
The PResIDENT, 
The Whi'e House. 


Sir: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the fiscal year 1952, in the amount of $650,500, 
for the legislative branch, as follows: 


“LEGISLATIVE BRANCH 
“HOUSE OF REPRESENTATIVES 
“CONTINGENT EXPENSES OF THE HOUSE 
“MISCELLANEOUS ITEMS 
“For an additional amount, fiscal year 1952, for ‘Miscellaneous items’ 
es , - , ’ 
$650,000. 


“STATIONERY (REVOLVING FUND) 
“For an additional amount for ‘Stationery (revolving fund)’, first session, 


Eighty-second Congress, $500, to remain available until expended.” 


These being proposed supplemental appropriations for the legislative branch, 
I make no observation regarding their necessity. 
Respectfully yours, 


F. J. Lawton, 
Director of the Bureau of the Budget. 
Mr. McGraru. We will also include in the record the testimony 
of Mr. Rabaut before the committee on June 7, 1951, contained in 
the hearings, which is found on pages 234 to 236. 
(The testimony referred to follows:) 
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Tuurspay, JuNE 7, 1951. 
AUTOMATIC TYPING MACHINES 
WITNESS 


Hon. Louis C. Ranaut, A REPRESENTATIVE IN ConGcrREess From THE STATE OF 
MICHIGAN 


Mr. McGratu. We are very happy to have with us our illustrious colleague 
from Michigan, Mr. Rabaut. 

Mr. Rasavut. Mr. Chairman and members of the committee, I have come to 
talk to you briefly about a matter in which many Members of Congress are inter- 
ested. I want to thank you for the opportunity of appearing before your com- 
mittee with whose labor I am very familiar. For many years ago I was chairman 
of this subcommittee and I had a very keen regret when the time came for me to 
leave to take some other duties. No other committee, perhaps, works more 
intimately with the activities of Congress, and I look upon it as the housekeeping 
committee of the House. 

I am particularly interested in telling you of the ambitions of many Members 
of Congress to secure some rclief in their work in their offices, and with that 
thought in mind I asked a number of my colleagues if they would join m. in send- 
ing a similar letter to our friends in Congress relative to securing automatic typing 
machines for the Members of the House. 

I want to read for the benefit of the Members of your committee the type of 
letter that was sent to 432 Members of the House. The letter reads as follows: 
May 21, 1951. 
Hon. JoHn Doaks, 

House of Representatives, Washington 25, D. C. 

Dear Joun: As &@ Member of Congress, you are cognizant of the mail that at 
certain times reaches considerable volume, examples of which were epperent 
agein this year. These peek loads disrupt the normal flow of office routine. 

It is my understanding thet Members of the Senete have taken action to 
procure gutometie typing mechines to assist them under similsr circumstances 
to serve their constituencies. I feel thet such equipment shculd elso be made 
available to Members of the House, 2s 2 step forward in utilizing modern business 
methods to expedite and improve office procedures. 

Examine this letter; it was written on an sutometiec machine. The only work 
réquired by the clerk was the typing in of your neme end the pressing of g, button. 
Automatic letters are time savers, written with greeter speed, requiring no check- 
ing for errors. Machines may be seen in operation in the offices of Representa- 
tives Ford, room 321, Rabeut, room 1221, end Thornberry, room 504. 

Please indicate your interest in securing this equipment for Members of the 
House and return this letter to me at ycur earliest convenience so that I may join 
others in recommending @ppropriete action for their procurement. 

With kind personal regards, I am 

Sincerely yours, 
Lovis C. Rarauvt, M. C. 
Representative RARAvuT: 

I do ____, I do not ____ favor action to acquire 2gutomatic typing machines 
for House Members—the machines, like the typewriters, to remain the property 
of the Government. 

JoHn Doaks, M. C. 


And incidentally, Mr. Chairman, the person’s name is written in by the machine 
at the bottom of the letter, and he just signs his name above. That gives you an 
idea of the completeness of the work done by the machine. Such letters were 
written by me and by other Members—they were written by Mr. Charles Deane; 
A. L. Miller; Thomas E. Martin; Fred Busbey; Gerald R. Ford; and a total of 432 
such letters were sent to which the replies were made as follows: No, 6; ayes, 226. 

Mr. McGrarua. And if I may interrupt I have two letters that were sent to me, 
two additional in favor, and no letters against. 

Mr. Raraut. That makes 228 in favor. 

And may I say that the most progressive and hard-working Members of Congress 
have signed these letters. Personally I think it is a step in the right direction. 
Everybody knows, for instance, that a department store does not have a peak 
load every day in the week, but when the peak dces come they are ready as to 
space for it. 
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Now, we have that same condition here in Congress. Every once in a while 
everything in the world seems to break on a Member of Congress and then it is a 
physical impossibility to do the right thing by our constituents, who look to us 
for replies. Each Member of the House is elected every 2 years; Senators have 
an election every 6 years. They have these machines over in the Senate and some 
of the offices have two or three. 

Some Members may not want the machine, and it is not necessary to buy a 
machine for every Member of Congress unti! the demand comes along for them. 

It think it. well to have every argument in the record for the machine, and | will 
welcome any questions you gentlemen may have. 

Mr. McGraru. Do you have figures with you showing the cost of these ma- 
chines? 

Mr. Ranaut. I thought I had them with me. I will be glad to supply them for 
the record. 

Mr. Busrey. I think the cost runs a little over $1,100. 

T would like to say, Mr. Chairman, that I am sure there are quite a number of 
cases where Members have not sent their letters back. 1 know two in particular 
who spoke to me who have not returned their letters to me. They have indicated 
this does not signify they are against it, but they have not had time to go into the 
matter thoroughly. So the fact that they have not sent back their replies should 
not be construed as opposition to it. 

Mr. Ranaut. One other thing: This does not confine us to securing any 
particular type of machine: just an automatic tvping machine. 

Mr. Bussey. Mr. Rabaut, you have in mind, I take it, that while there are 
some 435 Members of the House it probably would not be necessary to buy more 
than a fourth of that amount to begin with until we see what the demand is? 

Mr. Rawaut. Yes. 

Mr. Bussey. I feel sure that there are some offices that would not have any 
use for them at all, while some of them may use two or three. 

Mr. Rasavut. There is no question about that. And, the machines should 
remain the property of the Government just like the typewriters. And then there 
ought to be one of the cutting machines, the machine that cuts the letters. 

I will supply you the information concerning the cost, Mr. Chairman. 

(The information referred to is as follows:) 


Cost data on automatic typing equipment 


The cost of the automatic typing equipment 
The stand for the equipment __- eae 
The electric typewriter____.-----_~- 


Mr. McGrartu. We are happy to have before us Mr. Livingston 
for any statement he wishes to make to the committee. 


GENERAL STATEMENT 


Mr. Livineston. The only statement, Mr. Chairman, is that in 
connection with the request of the amount of $650,000 for the mechan- 
ical equipment for carrying out the purpose of House Resolution 318. 

How much of this $650,000 will be needed is problematical. It is 
pretty hard to tell. It may all be required. 

We predicated the amount of money on 438 Members at $1,500 
each. 

House Document 247 also contains a request for $500 for the 
stationery revolving fund for the new Member who has been elected. 
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BASIS FOR ESTIMATE 


Mr. McGratu. How was the estimate arrived at? 

Mr. Livineston. We arrived at the estimate by taking the amount 
of money that is authorized in the resolution, $1,500 and multiplying 
it by 438. 

Mr. McGraru. Are you familiar with the testimony that Mr. 
Rabaut gave in the hearings on June 7? 

Mr. Livineston. Yes. 

Mr. McGrarn. He made a survey and found that some Members 
said definitely they did not want and would not use this mechanical 
equipment. In view of that, do vou think that the estimate should 
be $1,500 times the number of Members? 

Mr. Livineston. Well, of course, Mr. Chairman, while some Mem- 
bers may not use all of the $1,500 for mechanical equipment, others 
may use the additional $1,000 out of clerk hire. 

We would like to see it all out of the contingent fund, instead of 
taken from the clerk hire; it would save double bookkeeping. In 
other words, we would still be deducting the $1,000 from the Member’s 
clerk hire, but that would be returned directly to the Treasury, but 
we would pay for the expenses out of the contingent fund. 


METHOD OF HANDLING PURCHASE 


Mr. McGraru. Will you explain how the Clerk’s office will handle 
the purchase of this equipment? 

Mr. Livinestron. The Clerk is now preparing a letter to each 
Member, which will go out in the next day or two, advising the 


Members that there will be an exhibit in the caucus room in the New 
House Office Building, so that each Member can see a display of the 
equipment. The Member, or someone from his office can come down 
and try out the machine, decide on what they want, and then write 
a letter to the Clerk in connection with the equipment desired, and 
he then in turn will purchase it. 

Mr. McGrartu. How long will it take to get the various types of 
equipment? 

Mr. Livineston. The manufacturers, I understand, have promised 
rather prompt delivery. 


OWNERSHIP AND ALLOCATION OF EQUIPMENT 


Mr. McGrartu. Will you put in the record, please, a statement as 
to whom these machines will belong, after they are purchased by your 
department? 

Mr. Livinestron. After they are purchased, the machines come 
under the control of the Clerk of the House. In other words, as I 
understand, if a Member dies or leaves Congress, the new Member 
who comes in to replace him can have the machine, or he can turn it 
it back to the Clerk, but title is always in the Clerk’s hand. It 
remains the property of the House of Representatives. 

Mr. Horan. I think that is an important point, Mr. Chairman. 

Mr. McGratu. Yes. 

Mr. Horan. The machine will stay in the office until the new 
Member arrives. 


89877—51——18 





192 


Mr. McGrarn. Yes. 

Mr. Horan. If he does not wish to use it, he can return it to the 
Clerk of the House, but it belongs to the House, and may not be 
taken out by someone else, based on seniority. 

Mr. McGrarn. All of these machines are the property of the 
United States Government. 

Mr. Livineston. Yes. 

Mr. McGraru. And are merely for the use of the Member of 
Congress during his term of office as a Member of Congress. 

Mr. Livrneston. That is correct. 

Mr. McGrarnu. And if the Member uses some of his clerk hire, 
the same situation remains, it is the property of the United States 
Government, and only for the use of the Member during his term of 
office. 

Mr. Livinesron. That is correct. 

Mr. Horan. And the allocation of the machine is at the discretion, 
as you understand, of the Clerk of the House. 

Mr. Livinasron. That is correct, the same as the mechanical! 
typewriters. 

EQUIPMENT COSTS 


Mr. McGraru. Do you have a schedule showing the equipmen: 
costs? : 

Mr. Livinaston. No; I do not have that here. 

Mr. McGraru. Will you supply that for the record? 

Mr. Livineston. Yes. 

Mr. Horan. Mr. Chairman, on page 49 of the hearings, Mr. 
Livingston did outline some of the costs of various typewriters when 
he was before us. 

Mr. McGraru. I was going to suggest that he put a schedule in 
the record of the equipment. 

Mr. Livinaston. I will be glad to do that, Mr. Chairman. There 
are several different types of machines. 

(The information requested follows: ) 


Mechanical office equipment 


Electric typewriters: 
\ 


Remington Rand_- 
Roval_-_ Soe 
Underwood ____- 
Automatic typing machines: 
Robotvper: 
With IBM electric shales riter__ 
With Remington 
With Roval 
With Underwood _- 
Auto-typist: 
Requires use of electric typewriter- - - - -- 
Can use electric, manual, or noiseless typewriter 
Use either electric or manual typewriter with it 
Flexowriter: Complete unit and does not require 
typewriter or other equipment 


1 Less $264 if perforator is not included in purchase. 
? Plus $270 for perforator. 





Mechanical office equipment—Continued 


Duplicating machines: 
A. B. Dick 


Multilith 
Standard: 


Electric 
Folding machine 
Envelope sealer___ 


Addressograph _ _. 


Dictating machines: 
Audiograph: 
Without speaker___- 
With speaker__ 
Transcriber_____ 
Combination__ 
Dictaphone: 
Dictator____ - Je 
Transcriber __ _- 
Edison: 
Dictator____ 
Transcriber 
Combination __. 
Sonndscriber: 
Dictator_ 
Transcriber 
Combination 
Webster-Chicage: 
Dictator____ .___- 
Transcriber__..-_  _- eek 
Combination... a Sette See sd 


EQUIPMENT WILL BE PROPERTY OF THE HOUSE 


Mr. McGraru. One further question: Then, Mr. Livingston, 
under no circumstances does a Member of Congress touch this appro- 
priation at all for mechanical equipment? 

Mr. Livineston. That is correct, Mr. Chairman. 

Mr. McGratu. The Members of Congress receive none of this 
money. The mechanical devices remain the property of the United 
States Government. 

Mr. Lrvineston. That is correct. 

Mr. McGratu. The Member merely has the use of such equipment, 
the same as typewriters or any other mechanical devices now in his 
office. 

Mr. Livineston. That is correct. 

Mr. Horan. I have just one question: It is a part of his office, a 
part of the facilities by which he can better serve his constituents. 

Mr. Livineston. The only reason for the $1,500, and the $1,000 
which is mentioned here in this bill is to put a limitation on the amount 
of equipment for each individual office. 
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ADEQUACY OF ESTIMATE 


Mr. Horan. Do you feel that the $650,000 will be sufficient to 
service the Members who might want these machines? 

Mr. Livinasron. I believe at this time it will be. 

Mr. Horan. I am inclined to believe it will. I feel it possibly 
could safely be reduced a little. 


MODERNIZATION OF OPERATIONS COMPARABLE TO GENERAL BUSINESS 
PRACTICE 


Mr. McGratu. Mr. Livingston, are you familiar with the types of 
mechanical devices which are now used in practically all other agencies 
of the Government? 

Mr. Livinaston. Yes. 

Mr. McGrartn. And are you also familiar with the general business 
custom in the United States of using mechanical devices? 

Mr. Livinesron. Yes. 

Mr. McGratn. And is this merely keeping pace with the technica! 
developments that have taken place in office work? 

Mr. Livinaston. This to try to catch up with some of the prac- 
tices in business establishments on the outside; we are far behind in 
the use of mechanical equipment. 

Mr. McGrartu. And it is your opinion, based upon years of ex- 
perience in business, that Congress has been a little slow in getting 
the modern mechanical devices to help them with their workload? 

Mr. Livineston. I would say “Yes.” 


EQUIPMENT DISPLAY 


Mr. Horan. It is my understanding, Mr. Livingston, that next 
week, in case favorable action is had on this resolution, that you are 
going to have the manufacturers here to display some of the me- 
chanical equipment that the Members might want to use, so they can 
exercise their best judgment on the basis of actual observation as to 
what might be of value to their office? 

Mr. Livineston. Yes. We have invited all manufacturers of such 
equipment to have an exhibit in a room which will be set aside for 
each Member of Congress to come and select such equipment as he 
may desire. 

Mr. McGratu. Thank you very much. 
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SUBCOMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS 
MICHAEL J. KIRWAN, Ohio, Chairman 
W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 


HENRY M. JACKSON, Washington IVOR D. FENTON, Pennsylvania 
FOSTER FURCOLO, Massachusetts 


Wepnespay, Octosper 3, 1951. 
DEPARTMENT OF THE INTERIOR 
Bureau or InpIAN AFFAIRS 


WITNESSES 
W. BARTON GREENWOOD, EXECUTIVE OFFICER, BUREAU OF 
INDIAN AFFAIRS 


Cc. B. EMERY, CHIEF, BRANCH BUDGET AND FINANCE, BUREAU OF 
INDIAN AFFAIRS 


OTIS BEASLEY, DIRECTOR, BUDGET AND FINANCE 


CoMMUTATION OF TREATIES, CHoctaw Nation oF INDIANS IN 
OKLAHOMA 


Mr. Kirwan. We have met this afternoon to consider the request 
for a supplemental appropriation sent up by the Bureau of Indian 
Affairs for $385,000 as contained in House Document 246. The 
document, Public Law 747, Eighty-first Congress and the justifica- 
tions will be inserted into the record at this point. 


(The matter referred to is as follows:) 
[H. Doc, No, 246, 82d Cong., Ist sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING A 
PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE FiscaL YEAR 1952, IN THE 
Amount oF $385,000, ror THE DEPARTMENT OF THE INTERIOR 


THe Wuirt House, 
Washington, September 27, 1951. 

The SPEAKER OF THE House OF REPRESENTATIVES. 

Sir: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1952, in the amount 
of $385,000, for the Department of the Interior. 

The details of this proposed appropriation, the necessity therefor and the 
reasons for its submission at this time are set forth in the attached letter from 
the Director of the Bureau of the Budget, with whose comments and observations 
. thereon I concur. 

Respectfully yours, 
Harry 8S, TRUMAN, 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGET, 


Washington 25, D. C., September 27, 1951. 
The PRESIDENT, 


The White House. 


Str: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1952, in the amount of $385,000, 
for the Department of the Interior, as follows: 


“DEPARTMENT OF THE INTERIOR 
“BuREAU OF INDIAN AFFAIRS 


“COMMUTATION OF TREATY OBLIGATIONS, CHOCTAW NATION OF INDIANS IN 
OKLAHOMA 


“For commutation of treaty obligations with the Choctaw Nation of Indians in 
Oklahoma in accordance with the Act of September 1, 1950 (Public Law 747), and 
for expenses of making per capita payments authorized by said Act, $385,000, to 
remain available until expended.” 

‘The act of September 1, 1950 (Public Law 747), authorizes the commutation of 
the annua! appropriation for fulfilling various treaties made more than 100 years 
ago with the Choctaw Indians now in Oklahoma. ‘The act requires that the 
commutation authorized be contingent upon its approval by a majority of the 
votes cast by the enrolled members of the Choctaw Nation in a referendum 
election conducted by the Secretary of the Interior. Such election was held 
during the month of May 1951. Of 5,339 ballots cast, 3,931 were in favor of 
commutation, 213 against, and 1,195 ballots were void. 

The act also authorized the appropriation of funds for conducting the election 
and for making a per capita distribution of the commutation fund. 

The foregoing proposed supplemental appropriation is necessary to provide the 
funds to complete this transaction with the Choctaw Nation. I recommend 
that it be transmitted to the Congress. 

Respectfully yours, 
F. J. Lawton, 
Director of the Bureau of the Budget. 


{[Pustic Law 747—8Ist CoNnGREss] 
[CHAPTER 834—2p SEssIon] 
[H. R. 6209] 


AN ACT To authorize the commutation of the annual appropriation for fulfilling various treaties with the 
Choctaw Nation of Indians in Oklahoma, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there is hereby authorized to be appropriated, 
out of any funds in the Treasury of the United States not otherwise appropriated, 
the sum of $350,666.67 for the purpose of commuting to the said sum of $350,666.67 
the annual appropriation, amounting to $10,520, made for the purpose of fulfilling 
the following treaties with the Choctaw Indians of Oklahoma: For permanent 
annuity (article 2, treaty of November 16, 1805, and article 13, treaty of June 22, 
1855), $3,000; for permanent annuity for support of light horsemen (article 15, 
treaty of October 18, 1820, and article 13, treaty of June 22, 1855), $600; for 
permanent annuity for support of blacksmith (article 6, treaty of October 18, 
1820, and article 9, treaty of January 20, 1825, and article 13, treaty of June 22, 
1855), $600; for permanent annuity for education (article 2, treaty of January 
20, 1825, and article 13, treaty of June 22, 1855), $6,000; for permanent annuity 
for iron and steel (article 9, treaty of January 20, 1825, and article 13, treaty of 
June 22, 1855), $320. The said sum of $350,666.67, when appropriated, shall be 
deposited in the Treasury of the United States to the credit of the Choctaw 
Nation. 

Src. 2. The commutation provided for in section 1 of this Act shall be con- 
tingent upon the approval of such commutation by a majority of the votes cast 
by the enrolled members of the Choctaw Nation in a referendum election con- 
ducted by the Secretary of the Interior under such rules and regulations as he 
shall, with the concurrence of the principal chief of the said nation, prescribe. 
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Sec. 3. The Secretary of the Interior is directed to distribute per capita to the 
enrolled members of the Choctaw Nation, entitled under existing law to share 
in the funds of such nation, or to their lawful heirs or devisees determined in the 
manner prescribed in section 4 of the contract ratified by the Act of June 24, 
1948 (Public Law 754, Fightieth Congress), any or all the funds appropriated 
pursuant to section 1 of this Act: 

Sec. 4. There is hercby authorized to be appropriated, out of any funds in the 
Treasury of the United States not otherwise appropriated, the sum of not to 
exceed $5,000 for the purpose of defraving the expenses of conducting the referen- 
dum provided for in section 2 of this Act, and of making the per capita payments 
authorized in section 3 of this Act. 

Sec. 5. The approval of the commutation as provided in section 2 and the 
deposit to the credit of the Choctaw Nation of the amount specified in section 1 
shall constitute a full and complete discharge of all rights, claims, and demands 
of any nature whatsoever, whether tangible or intangible and whether or not 
cognizable in iaw or in equity, against the United States arising out of any of 
the annuity provisions of the treaties referred to in section 1. 

Approved September 1, 1950. 


Bureau or INDIAN AFFAIRS 
Commutation of treaties, Choctaw Nation of Indians in Oklahoma 


Appropriation to date 
Request for $385,000 October 1951 until expended 
Employment: 
Average number, current appropriation 
Number involved this estimate 
Actual employment 
Budget estimate next fiscal year 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The funds are for carrying out the purposesof the act of September 1, 1950 (Pub- 
lic Law 747, 8ist Cong.) That act authorized commutation of the annual appro- 
priation of $10,520 for fulfilling various treaties with the Choctaw Nation of 
Indians in Oklahoma. The act authorized appropriation of $350,666.67 for such 
commutation contingent upon approval by a majority of the votes cast by the 
enrolled members of the Choctaw Nation in a referendum election and the sum 
to be distributed per capita after approval. The referendum election was held 
May 1 to May 31, 1951, and the commutation was approved as follows: 


Total bellots mailed 

Affirmative 
Negative 
Void 

Total ballots cast 
Mailed, not returned 
Mailed, returned unclaimed 

NS Sa ae oT SOS SOE EES RECN ge ee Sede MEET PLANE Sey ONE 7, 877 


The estimate includes $350,666.67 for payment to the Indians and $34,333.33 
for salaries and expenses of making the per capita distribution. 


GENERAL STATEMENT 


Mr. Kirwan. Mr. Greenwood, do you have a general statement to 
make? 

Mr. Greenwoop. Yes, Mr. Chairman. The estimate that you 
have before you is to carry out the provisions of an act approved 
September 1, 1950, that authorized an appropriation of $350,666.67 
for the purpose of commuting the value of certain treaties which 
were entered into by the United States during the period from 1805 
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to 1855 with the Choctaw Indians. Under these treaties the Federal] 
Government agreed to appropriate annually in perpetuity certain 
sums which aggregate $10,520 for certain purposes, such as the sup- 
port of light horsemen, the support of a blacksmith, for education, 
and the purchase of iron and steel. 

Obviously, the purposes for which those amounts were originally 
intended have long since passed, so that this annual appropriation 
has been used in more recent years for making per capita payments 
to the Choctaw Indians, for such things as the remodeling of their 
council house, and the rehabilitation of needy members of the tribe. 
All of those expenditures were made pursuant to authorizations which 
were made by Congress. 

Then, as I say, on September 1, 1950, Congress passed this act 
that authorized the commutation of that annual amount. The 
amount of $350,666.67 represents the amount which, at 3 percent, 
would produce $10,520 in income annually. That is how it is arrived 
at. 

Now, this estimate that is before the committee is to provide funds 
for carrying out the act, including the amount which is required to 
defray the expenses of determining the persons who are entitled to 
payment and actually making payment. 

Now, involved in this distribution are about 20,599 shares which 
represents the number of living people who were on the Choctaw 
rolls when the roll was first established back in the early 1900’s. Only 
about 8,200 of those people are still alive, which means that about 
12,500 shares are now owned by the heirs of original enrollees, and 
those 12,500 shares represent between 40,000 and 50,000 people, so 
that you have a total of around 50,000 or 60,000 people who will share 
in this payment. The work involved in connection with determining 
the persons entitled thereto, to this special payment, the heirs of the 
deceased enrollees will constitute a very considerable task, and we 
estimate that it will take about 15 months to complete the job, about 
6 or 7 months in this fiscal year, and 7 to 8 months in the next fiscal 
year. 

So, the estimate before you does include slightly over $34,000 to 
defray the expenses of carrying out the provisions of this act of Con- 
gress 1p addition to the amount which is required in the commuting of 
the treaties themselves. 

THE BASIC LAW 


Mr. Kirwan. Is that all of your statement? 

Mr. GREENWOOD. Yes, sir. 

Mr. Kirwan. Who is the author of this basic law; who presented it? 

Mr. Greenwoop. I am not sure. It originated in the House. [| 
believe Congressman Stigler, of Oklahlma, sponsored it. 

Mr. Kirwan. Congressman Stigler, of Oklahoma? 

Mr. Greenwoop. Yes, sir. 


THE REFERENDRUM 


Mr. Kirwan. If it was passed September 1, 1950, why was it not 
possible to hold the referendum in time to get this request into the 
regular 1952 bill? 
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Mr. GREENWOOD. The referendum was actually held during the 
month of May. It took some time to prepare for the referendum. 
We had to have ballots printed, and we had to have them distrib- 
uted, and the ballots had to be filled out by the persons who were 
entitled to vote on this question of commutation, and the ballots had 
to be processed after they got back to the agency office, so it took a 
considerable period of time before the referendum was actually com- 
pleted and the results communicated to the Department. 

Mr. Kirwan. You say it was necessary to take from September to 
May to do that? 

Mr. GREENWOOD. Yes, sir. 

Mr. Krrwan. Why was it necessary to take all of that time? You 
are sure that it could not have been expedited any better or faster 
than that? 

Mr. GREENWOOD. I think that we handled this as expeditiously as 
we could, Congressman. 

Mr. Kirwan. Briefly explain how the referendum was conducted 
and how the cost of it was handled. 

Mr. Greenwoop. The referendum was handled by distributing to 
the persons who the rolls showed would be entitled to vote on the 
question-printed ballots. 

Mr. Kirwan. Printed ballots? 

Mr. GREENWOOD. Yes, sir. Those were returned by mail in most 
cases or delivered in person in other cases. Then those ballots were 
tabulated in the agency office. Of course, we had to verify from the 
records in the agency the eligibility of all persons who voted. 

ae Kirwan. That is the thing I am interested in, the printed 
ballots. 


Mr. GREENWOOD. Yes, sir; and that work was done by our regular 
staff in the agency office. There was some slight expense incurred in 
connection with the printing of the ballots themselves, and that was 
absorbed within the appropriations that we had available last year. 


ADMINISTRATIVE EXPENSES 


Mr. Kirwan. The basic law authorizes an appropriation of not to 
exceed $5,000 for expenses of conducting the referendum and making 
the payments. Why are you requesting $34,333 for those payments? 

Mr. Greenwoop. As I indicated, Mr. Chairman, we asked for no 
money for the referendum itself. We absorbed that expense within 
the appropriations which were available for the last fiscal year. I do 
not know who made the estimate of $5,000 for the entire job. As far 
as I can determine it was not done by any of the people in the Bureau 
of Indian Affairs. 

Mr. Krrwan. If you absorbed it before, could you not absorb it 
again somewhere? 


AMOUNT OF WORK IN MAKING PAYMENTS 


Mr. Greenwoop. No, sir. This is a tremendous job which we 
have before us. We experienced a parallel case 2 years ago. An 
appropriation was made for the purpose of paying the purchase price 
of the coal and asphalt lands of the Choctaw and Chickasaw Indians. 
That involved some $8,500,000, and in 1949 we began paying that 
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money out per capita, so we know what a tremendous job it is to deter- 
mine the heirs of deceased members of the Choctaw Tribe. 
I would like to show you, Mr. Chairman, one of the documents 
that was used in connection with determining the persons entitled to 
the payment that I have just referred to, to show you what a com- 


plicated process this is in order to make sure that payment goes to 
the people entitled to payment under the act. 


NUMBER AND AMOUNT OF PER CAPITA PAYMENTS 


Mr. Kirwan. What do you think each individual will get out of 
this; that is, the ones entitled to it? 

Mr. Greenwoop. In some cases it will amount to a very small 
amount. 

Mr. Kirwan. What would the smallest amount be that any of them 
would receive? 

Mr. GreENwoop. The average number of heirs per deceased enrollee 
runs between 3 and 4, and there are about 12,500 deceased enrollees. 

Mr. Kirwan. 12,500 into $350,000; is that it? 

Mr. GREENWOop. Yes; per share. 

Mr. Kirwan. Yes. 

Mr. GreenNwoop. But then, you have to multiply your 12,500 by 
about 4 people, because there is an average of 4 heirs for each deceased 
enrollee, and there are 12,500 deceased enrollees. 

Mr. Kirwan. Then that would make about 48,000. 

Mr. GREENWoOop. Yes; 48,000, plus your living enrollees; around 
8,200. So, you have more than 56,000 people who are entitled to 
share in this payment. 

Mr. Kirwan. The amount of this payment is what? 

Mr. GREENWOOD. $350,666.67. 

Mr. Kirwan. Before it is done it will take more money to process 
these payments than the heirs will get out of them. 

Mr. GreENwoop. That is right. 

Mr. Kirwan. This is about the first time we ever kept our word with 
the Indians, is it not? I guess that is about the only advantage we 
will get out of it, keeping our word. 

Mr. Greenwoop. This is one case where the United States is meet- 
us, Fy treaty obligations. 

Ir. Kirwan. We are going to pass out to the tribe that we certainly 
keep our word with the Indians. So, if we keep our word in this case 
we will give each one of them about 2 bucks. 

Off the record. 

(Discussion off the record.) 


SCHEDULE FOR MAKING PAYMENTS 


Mr. Kirwan. You expect to make payments amounting to $150,000 
in this fiscal year. Why can you not make more than $150,000 in 
Payments and when do you estimate you will complete the payments? 

Mr. GrEENWoop. We estimate with the staff we expect to provide 
for this work that they can process about 100 cases a day at the most. 

Mr. Kirwan. You are sure, then, that you cannot move anybody 
from the rest of the Department, like borrowing one from each bureau 
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or office without making more charges in order to process those 
payments? 

Mr. GREENWoop. Yes, sir; particularly since we have had to reduce 
our staff both here and in the field as the result of the appropriation 
cuts that we sustained. 

Mr. Kirwan. Then you are sure that you have not one spare man 
or woman down there in the Department that you can put on this 
work? 

Mr. GreENwoop. Yes, sir; that is correct. 

Mr. Kirwan. | am asking that only because when the regular bill 
comes In next year somebody may be saying we can cut you 10 percent 
here and there. If you have not enough extra people to process the 
distribution of $350,000, then you are running on a tight schedule. 

Mr. GrEENwoop. We are, sir. 

Mr. Kirwan. You are pretty well sewed up with the lack of funds. 
That is why I am asking that question in preparation for the regular 
bill when it comes along. 

Mr. GrEENWoop. The very office in which this job will be done was 
curtailed very substantially this fiscal year as a result of the appro- 
priation cut which we had. 

Mr. Krrwan. You expect to spend $20,000 of the $34,000 this year 
in making payments amounting to $150,000. Now, next year you 
are going to pay out $200,000. How can you pay out $200,000 at a 
cost of $14,000 when it is taking $20,000 to pay out $150,000 this 
year? 

WORK PRELIMINARY TO MAKING PAYMENTS 


Mr. GreENwoop. The reason is that there is a considerable amount 
of preliminary work that must be done this year before we can begin 
making the payments. 

Mr. Kirwan. Then it is the expense of getting the preliminary 
work back of you first? 

Mr. Greenwoop. That is the document we will use in processing 
them [indicating]. 

Mr. Kirwan. Well, if you have to go through each one of these 
you will be back in here for another supplemental appropriation. 

Mr. Greenwoop. We hope to complete it in the 15 months that 
we have estimated, and this is the amount we have estimated it will 
require. 

ADDITIONAL PERSONNEL 


Mr. Kirwan. I think you have made a request here for nine 
additional jobs? 
Mr. Greenwoop. Yes, sir; there are nine jobs included in this 
estimate. 
PRINTING AND REPRODUCTION 


Mr. Kirwan. You are asking for $700 for printing and reproduc- 
tion. You are sure that could not have been absorbed in some 
other part of the Department in your printing bill? 

Mr. Greenwoop. Yes, sir. We have examined this estimate very 
carefully. We have taken into consideration the staff facilities and 
the funds that are available now for our regular operations, and this 
is our best and lowest estimate of the amount which is réquired to 
do this job, 
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OVER-ALL COST TO THE GOVERNMENT 


Mr. Kirwan. You are thoroughly satisfied that in order to stay 
abreast of a law that our Congress passed it is going to cost $34,000” 

Mr. GREENWOOD. Yes, sir, that is our best estimate. As a matter 
of fact, Mr. Chairman, we estimated that this job would cost us about 
$5,000 more than the $34,000. 

Mr. Kirwan. This is a job that the Congress authorized to be done, 
and it is basic law? 

Mr. GREENWOOD. Yes, sir; that is correct. 

Mr. Kirwan. We made an agreement 150 years ago. We entered 
into it with the Indians, and it is going to cost us money to comply 
with it? 

Mr. Greenwoop. It will save us money in the long run because of 
the fact that this does do away with the permanent annual appropri- 
ation that has had to be made under the treaty provisions. This 
liquidates the treaty obligations from here on. 

Mr. Krrwan. Of course, as I said earlier, we would not want the 
Indians, or any other part of the world, to think that we do not keep 
our word or fail to live up to our obligations. 

That is all. Mr. Furcolo, do you have any questions? 


EXPLANATION OF REFERENDUM AND BALLOT USED 


Mr. Furcoto. How often are these elections held? I am not very 
familiar with this. 

Mr. Greenwoop. This one was a special election which was held 
pursuant to the act of September 1, 1950, just for the purpose of 
determining whether the tribe would agree to this commutation of 
their treaty. 

Mr. Furcoto. In other words, it is not anticipated that it will be 
necessary to hold any other election at any other time in the future? 

Mr. Greenwoop. No; not for this purpose. 

Mr. Furcoto. You say you sent out ballots. What did you say 
on the ballots? Were they written out in English, or how did you 
do that? 

Mr. Greenwoop. Yes; they were printed in English, and it was 
just a case of answering ‘Yes” or “No’’ whether they agreed or did 
not agree to the commutation of their treaty provisions. 

Mr. Furcoxo. Will you tell me the wording on the ballot if you 
remember it, just roughly? 

Mr. Greenwoop. | do not remember; I do not think I saw one of 
the printed ballots, but I will supply a copy of the form for the record. 

(The matter referred to is as follows:) 


BAaLLoT 


The act of September 1, 1950 (Public Law 747, 81st Cong.), authorizes the 
appropriation of a lump sum of $350,666.67 in commutation of obligations of the 
United States under treaties of November 16, 1805, October 18, 1820, January 
20, 1825, and June 22, 1855, to pay annual annuities totaling $10,520 to the 
Choctaw Nation. 

Under the act, this commutation is subject to approval by a majority of the 
votes cast by the enrolled members of the Choctaw Nation in a referendum 
election conducted by the Secretary of the Interior under such rules and regu- 
lations as he shall, with the concurrence of the Principal Chief of the Choctaw 
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Nation, prescribe. This ballot is prescribed by such rules and regulations for 
use in the election. 

If the commutation is approved by a majority vote in the election, the sum 
of $350,666.67, when appropriated, is required to be deposited to the credit of 
the Choctaw Nation andl distributed per capita to the enrolled members of the 
Choctaw Nation entitled under existing law to share in the funds of such nation, 
or to their lawful heirs and devisees determined in the manner prescribed. in the 
act ratifying the contract for purchase of lands and mineral deposits from the 
Choctaw and Chickasaw Nations (Public Law 754, 80th Cong.). 

The approval of the commutation and the deposit of $350,666.67 to the credit 
of the Choctaw Nation shall constitute a full and complete discharge of all rights; 
claims, or demands of whatever nature against the United States arising out of 
any of the annuity provisions of the treaties referred to above. 

Question.—Shall the commutation in the amount of $350,666.67, in the manner 
and subject to the conditions set forth in the act of September 1, 1950, be approved? 

Yes __- A 


PLEASE PRINT 
Enrolled name: _-__.- 

Roll number: - 

Present name: 

Present address: 


(Address) 


(Address) — 
Mr. Furcoto. Do you know whether or not the word “commuta- 
tion’’ was on it? 
Mr. GREENWOOD. Yes; I think it was. 
Mr. Furcoto. It is more or less academic, but in the other hearings 


we had quite a little testimony as to how smart and how advaneed 
these Indians were. I imagine you could send out a ballot to 5,000 
or 10,000 people in any district in the country—I am not talking 
about Indians now, but any district—and I would be surprised if 
everyone would understand a word such as “‘commutation” or any- 
thing like that. 

You are satisfied, at any rate, that they understood what they were 
voting on? 

Mr. GrEENWoOop. Yes, sir; I am sure that they did. 

Mr. Kirwan. Is that all? 

Mr. Furcoto. Yes; that is all, Mr. Chairman. 

Mr. Kirwan. Dr. Fenton. 


TREATIES WITH OTHER TRIBES 


Mr. Fenton. Mr. Greenwood, of course I realize that this is m 
pursuance of a particular act which was passed by Congress. Not 
to burden the record, but about how many such treaties do we have 
remaining with Indian tribes? 

Mr. GreENWoop. We have very few like this one, Dr. Fenton. I 
think there are about four, besides this one, that call for annual 
appropriations in perpetuity. 

Mr. Fenton. In perpetuity? 

Mr. Greenwoop. Yes, sir. We have one with the Senecas of New 
York, one with the Six Nations of New York, and one with the 
Pawnees of Oklahoma. All of those call for annual appropriations 
in perpetuity. 

89877—51——14 
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Mr. Fenton. And none of the other tribes of the country have 
such treaties? 
Mr. GREENWOOD. Yes, sir; that is correct. 

‘Some of them still have treaties. For example, the Navajos have 
a treaty which is still effective, which requires the Federal Govern- 
ment to furnish a teacher for every 30 children. That treaty has 
never been kept in its entirety because we still have a number of 
Navajo children out of school, and there are other treaties of that 
nature that do not call for specific annual appropriations that are 
still effective. 

Mr. Fenton. Are there any other treaties that call for cash pay- 
ments? 

Mr. GreENnwoop. Yes, those that I mentioned, the Senecas of New 
York, the Six Nations of New York, and the Pawnees of Oklahoma. 


COMMUTATION OF OTHER TREATIES 


Mr. Fenton. Have they gotten any cash payments at all? 

Mr. Greenwoop. No; the matter of commuting their treaties has 
never been presented to them. 

I believe, at the moment, we are exploring with the Pawnees of 
Oklahoma the desirability of commuting their treaty. Their treaty 
calls for an appropriation of $30,000 annually, and the question of 
whether or not that treaty should be commuted in order to wipe out 
the necessity for this annual appropriation is being discussed with 
them at the present time. 

Mr. Fenton. Then, as I understand it, this will conclude the 
Government’s part of the treaty? 

.. Mr. GrEENWOop. Yes, sir, and this will conclude the Government’s 
obligation to make this annual appropriation which it has been making 
over the years for these various purposse which have long since passed 
out of existence, such as the support of light horsemen and blacksmith. 

Mr. Fenton. Now, as to those other tribes that have not partici- 
pated in this particular type of treaty what would be the amount that 
would be required to commute their treaties? 

Mr. GREENWOOD. It would depend on the basis on which you com- 
muted the treaty. The Pawnees, for example, have an annual claim 
of $30,000 which is appropriated for. If we commuted that on the 
basis of 3 percent, as was done in the case of the Choctaws, that would 
run in the neighborhood of $1,000,000 to commute that treaty. In 
the case of the Six Nations of New York, I believe the amount of the 
annual appropriation is $6,000. That $6,000 was based on a fund of 
$100,000 that the Six Nations had at one time held in trust by the 
United States, and the United States agreed to pay what amounts to 
6 percent annually on the $100,000. In that case it would probably 
také $100,000 to liquidate the treaty obligation, although that is open 
to question. In the case of the Senecas of New York, the annual 
ache I believe, was $4,500. 

“Mr. Emery. For the Senecas it is $6,000, and when you speak about 
the Six Nations it is $4,500. 

Mr. Greenwoop. That is the annual appropriation we have there, 
soit would not take a very large amount, you see, with an annual 
payment of $4,500. 
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AMOUNTS OF PAYMENTS TO CHOCTAWS 


Mr. Fenton. Have you estimated the minimum and the maximum 
amount that will be given out to any particular individual in this case? 

Mr. GrEENWOop. The maximum amount would be this amount of 
$350,666 divided by 20,799. The maximum would be $17 a share. 

Mr. Fenton. With a minimum of about $2? 

Mr. GrREENWOop. Yes, sir; that is right, it could run as little as $2 
in some cases depending upon the number of heirs who will share in 
the $17. 

Mr. Fenton. That is about all I have to say, Mr. Chairman. 

Mr. Furcoto. It almost seems unfortunate that there is not some 
way whereby you could put all of this money into some common 
fund, something like a community chest, into some common fund for 
the benefit of those people where it could accomplish something. You 
are not able to do that, I suppose, under the terms of the treaty? 

Mr. GREENWOOD. No, sir. 


LEGAL ASPECTS OF THE COMMUTATION 


Mr. Furcoto. You mentioned something about annual appropria- 
tions in perpetuity, and that they were under the terms of the treaty? 

Mr. GreENwoop. That is correct. 

Mr. Furcovo. Can this still be put into effect legally, and, in 
effect, shut off some of the heirs that there may be later on. Is 
that what is being done? 

Mr. Greenwoop. Well, what we will do is take the original roll 
of the Choctaw Indians as a basis for distributing applications for 
participation in the distribution of this money. Those applications 
will indicate the information shown on that document which is before 
you, showing what their relationship was to the original enrollee, and 


_who their relatives are. We do that in order to cross-check on persons 


who claim to be entitled to share in this payment. 

Mr. Furcoio. May I interrupt you at that point? Here is what I 
mean, as I understand it, once this is done that is the end of it? 

Mr. GreENwoop. Yes, sir; that is the end of it, as far as this par- 
ticular payment is concerned. 

Mr. Furcoxo. I perhaps do not understand. You have this lan- 
guage here speaking about an annual appropriation in perpetuity. 
My question is, where does that leave, for example, some descendant 
40 or 50 years from now? 

Mr. Greenwoop. He will not, of course, benefit. It is just those 
people living today who will benefit from the distribution of this com- 
muted amount. 

Mr. Furcoto. Is that what was contemplated under the original 
treaty? 

Mr. Greenwoop. No. The original treaty contemplated that 
these several amounts would be used for such things as the support of 
light horsemen, the support of blacksmiths, and the purchase of iron 
and steel, and the appropriations were made in pursuance of those 
treaty provisions. 

Mr. Furcoto. What I am driving at is this, have you had this 
checked up enough legally to know that later on some other descendant 
cannot come in and claim anything from the Government? a 
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Mr. GreeNwoop. Oh, yes; the proposed payment is based on an 
act of Congress. That is what nop it legal. 

Mr. Kirwan. Were you done, Dr. Fenton? 

Mr. Fenton. Yes. Off the record. 

(Discussion off the record.) 


ADMINISTRATIVE EXPENSES LIMITATION 


Mr. Kirwan. Dr. Fenton and I are not lawyers. How are we going 
to get around the wording of the law to give you over $5,000? 

Mr. Greenwoop. Of course, Congress can appropriate any amount 
it sees fit to appropriate. 

Mr. Kirwan. While they can, we have an awful time giving you 
what the law calls for at times, let alone giving you more. 

Mr. Greenwoop. Mr. Chairman, all I can say is that this job 
cannot be done for $5,000. It is probable that the $5,000 represented 
the estimate of the cost of holding the referendum alone, because | 
can assure you that it is going to cost us several times $5,000 to go 
through this process of determining the rightful claimants to payments. 


ADMINISTRATIVE EXPENSES IN EXCESS OF LIMITATION 


Mr. Fenton. How much will it cost with the amount of money 
that is paid to hold the referendum and to carry it out? 

Mr. Greenwoop. We estimate that it will cost us a little over 
$34,000 to do all of the work necessary to get this money into the hands 
of the people who are entitled to it. 

Mr. Kirwan. There is no doubt when we look at this that they 
will be in here for another supplemental appropriation. If it is going 
to cost you $20,000 to get rid of $150,000 of this money, surely as 
time marches on, it is going to cost at least $30,000, even though you 
have some preliminary work in back of you, to get rid of the other 
$200,000. 

Mr. Greenwoop. It will cost us more the first vear. 

Mr. Kirwan. I agree with you, but as vou march on there now it 
is going to cost vou $20,000 to get rid of the first $150,000. I again 
say that even though vou have some of the preliminary work in back 
of you, to get rid of that other $200,000 you are going to have to come 
in here for another supplemental appropriation, or you are going to go 
into that and find that you are skating on thin ice. 

Mr. Greenwoon. I hope that we will not have to come back here 
for an additional amount for this job. 

Mr. Kirwan. I guess that about winds it up. 

Mr. Greenwoop. Thank you, Mr. Chairman. 


FURTHER EXPLANATION OF ESTIMATE 


Mr. Furco.to. Someone might ask us about this, and I would like 
to get it clear for the record. Your estimate includes $350,666.67 
for payment to the Indians and $34,333.33 for salaries and expenses. 
It almost looks as though you have put it down right to the penny 
just to have it come out in round figures. 

Mr. Greenwoop. That is a rounding-off figure; that is correct. 

Mr. Furcoto. Those are pretty exact estimates? 
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Mr. GREENWOOD. Yes, sir, but as I indicated to the chairman a 
moment ago, our estimate of the cost of doing this job is $5,000 more 
than this estimate includes. 

Mr. Kirwan. I would like to be in this Indian village or reserva- 
tion when they get their money and just listen to their comments 
when they get their first $2. With all of the rest of the world gettin 
$4 billion or $5 billion they will want to know if they are not as goo 
as Koreans or somebody else. 

Mr. Greenwoop. Of course, their share of this $350,000 will be 
larger than their share of $10,500. 

Mr. Kirwan. But you say the minimum is going to be $2, and the 
maximum is going to be about $17. There will be rejoicing in that 
village that night. Then they can say they agree with Oseurens, 
they are the greatest law-making body in the world. 

All right, thank you, gentlemen. 


PROOF OF HEIRSHIP FORM 


Just put this proof of heirship form in the record, and then we 
will all have it available. 

Mr. GREENWOOD. Yes, sir. 

(The matter referred to is as follows:) 
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Mr. Greenwoop. I do not think that is complete, in that it does 
not show the last page of the form which represents the final product, 
and the basis on which the disbursing officer draws the check. 


Mr. Ki 


RWAN. Put that in also. 


(The matter referred to is as follows:) 


MEMORANDUM To Be PREPARED AT THE OFFICE OF SUPERINTENDENT FOR 
THE Five CivitizEp TRIBES 
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SPN ic cn cic onan we bE Nation, Oklahoma. Roll No. -_--_-- Line No. --.- 
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> ursing officer only 
Propor- Degree ey Roll 
Relationship | tionate Name of heirs of —- N l 
share | thet SS 1 dT pee | Le 
| | = a check |Amount 
paid N 
| No. 
Meine isd eS DLA ER RE sao. Te pina TARE, CREED «> 
| | | 
OS Sletten Pescara es eee ee ee ee eee ee 
(ROR veka, TERY RETA RNE SSERR Berea Ne |--enreo-|-oceceee|pseeeeee| senecee|eeeeceee 
Ue GY Oe Re eae HARRI |--------|---2e0e-]-oeeee-]-eneeee|aeeenes 
EO Ee LEA eee ee 
ORE AEE OR SRS CURSEE aetna et ees MRGMGINOS eo cecicnien nw nnasee 


Mr. Kirwan. 





Thank you, gentlemen. 
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